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e « « as the pyramids of Egypt, so solid and 
unshakable must be the guarantors of your real 


estate titles, to protect your investment dollars. 


For this protection, turn confidently to Louis- 
ville Title Insurance Company, licensed in twelve 
states and the District of Columbia. You, too, 


will find it solid, and its personal counsel helpful. 


Loursvineg Titus 
INSURANCE C0. 


LOUISVILLE, KENTUCKY 








PRESIDENT’S 


Column is 


QUO VADIS? 


Which path do we follow in at- 
tempting to combat the mount- 
ing crisis in the home building 
industry under government-spon- 
sored programs and the attendant 
crisis in mortgage banking as it 
relates thereto? Our choice of 
policy in this regard narrows to 
five possibilities: 


>> Shall we acquiesce to a prac- 
tically complete halt in low-cost 
home building programs due to 
the double impact of Regulation 
X and the present government- 
sponsored money stringency? 


>> Conversely, will we completely 
surrender to a policy of a return 
to the inflationary influences in- 


herent to the home building in-. 


dustry as evidenced during 1949- 
1950? 


>> Will we subscribe to a debata- 
ble policy of discounted VA and 
FHA mortgages as a_ possible 
temporary expedient for the di- 
lemma ? 


>> Will we advocate a policy of 
an expanded FNMA as another 
temporary expedient, but also one 
which possesses great political 
implications? 


>> Or will we, as free agents 
living in a free economy as con- 
ceived by our forefathers, advo- 
cate a forthright and _ realistic 
policy of competitive interest rates 
to meet the present emergency in 
our industry? 


Yi Uefa 


President, Mortgage Bankers 
Association of America 
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There is A Great Difference 


IN TIME, Junior may fill father’s shoes—but at present, 
there is too great a difference in size. 

Differences in size, character and reputation also exist 
among insurance companies. Because these differences are 
appreciable, it is always wise to look beyond an insurance 
policy to the type of company which issues it. 

Lawyers Title Insurance Corporation of Richmond, 
Virginia, is outstanding in amount and character of assets 
available for protection of policyholders. No other title 
insurance company offers so much in financial strength 
and national reputation. 


(Upon request, condensed balance sheet 


will be gladly furnished) 





( Virginia ) 


lawyers Title [nsurance (Orporation 





Operating in New York Stale as (Virginia) Lawyers Tille Insuer Conporad. 


Home Office ~ Richmond . Virginia 


TITLES INSURED THROUGHOUT 32 STATES, THE DISTRICT OF COLUMBIA AND THE ISLAND OF 
PUERTO RICO. BRANCH OFFICES AT ATLANTA, AUGUSTA, BIRMINGHAM, CAMDEN, CINCINNATI, 
CLEVELAND, COLUMBUS, DALLAS, DAYTON, DETROIT, MIAMI, NEWARK, NEW ORLEANS, 
NEW YORK, PITTSBURGH, RICHMOND, WASHINGTON, WILMINGTON, WINSTON-SALEM, 
WINTER HAVEN. REPRESENTED BY LOCAL TITLE COMPANIES IN 125 OTHER CITIES. 
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Have We Seen the 
END OF A CREDIT ERA? 


E ARE now in the early stages 

of a dramatic change in fiscal 
policy, the effects of which will surely 
be very far reaching. Last March 
the Treasury an- 
nounced an offer- 
ing of 234 percent 
long-term bonds 
in exchange for 
two outstanding 
long-term 24% per 
cent issues. A few 
days later, the 
Federal Reserve 
removed its 
pegged bids for 
various Treasury issues. Through these 
two events our fiscal and monetary 
authorities were telling us they had 
abandoned a policy that had been 


firmly entrenched for over ten years. 





Sherwin C. Badger 


It would not surprise me if, some 
years from now when we shall be able 
to review this period with better per- 
spective, we shall look back to these 
policy decisions made in March as 
marking the end of an era. That era, 
for want of a better name, might be 
called the Keynesian era. The the- 
ories of John Maynard Keynes, the 
British economist, exerted a dom- 
inant influence on official financial 
policy from the early years of the 
great depression of the 1930's, through 
the war and post-war booms and up 
to the early part of this year. 


By SHERWIN C. BADGER 


The reasons for this influence are 
quite understandable. The Keynesian 
theory was born in a period of mass 
unemployment and unprecedented 
world-wide depression. It seemed to 
offer plausible explanations of the 
causes and cures of our troubles. 
While it is not fair to oversimplify 
Lord Keynes’ arguments, the essence 
of them was that we were living in 
a mature economy and that people 
were saving too much money and 
spending too littl. Hence we had 
economic stagnation. If the behavior 
of people could be reversed, Keynes 
suggested, then business, employment 
and prices would recover. One way 
to accomplish the reversal, it was 
argued, was to make money very 
plentiful and easily available at low 
rates of interest. This would pre- 
sumably discourage saving and stim- 
ulate spending. 

If this theory was attractive in a 
depression, it became even more at- 
tractive in a boom, especially from the 
political angle. Some of Lord Keynes’ 
more ardent disciples discovered new 
twists which promised that the politi- 
cal managers of a planned economy 
would be able to deliver what no- 
body had ever been able to deliver 
in the past, namely the happy spec- 
tacle of a nation eating its cake and 
having it too. 
told, 


We were for example, that 


 MOMTMGE aiid 


large governmental expenditures were 
both a necessary and virtuous stimu- 
lant; that it didn’t matter how large 
the national debt became as a result 
because we owed the debt to our- 
selves. And we were warned that if 
interest rates were allowed to rise, we 
would be courting disaster, both na- 
tional and international. Indeed, some 
went so far as to advocate the gradual 
reduction of the interest rate to zero. 

Why has our official policy been 
changed? Why is it no longer be- 
lieved necessary to sanctify a purely 
artificial maximum interest rate of 24/2 
per cent on long-term government 
bonds? Why has support of govern- 
ment securities at a level that shall al- 
ways be above par been abandoned? 
Fundamentally, the reason is that our 
former policy had created scores of 
billions of dollars worth of a new 
form of super-money, namely gov- 
ernment securities. This new form of 
money was flooding our economy with 
so much more money than there were 
goods and services available for pur- 
chase, that money was rapidly shrink- 
ing in value. 

Under the recently abandoned pol- 
icy, government securities were made 
almost instantaneously convertible in- 
to ordinary money without risk of 
loss on a pegged market that was 
officially supported. Nor was this all. 


The mass conversion of this new form 





Everyone appreciates by now that what the govern- 
ment fiscal authorities did last March represented a dras- 
tic change of policy and that the ultimate effects will be 
far reaching. Mortgage lending, as much as any other seg- 
ment of our economy, has felt the repercussions of this 
withdrawal of support from the government bond market. 

But what has happened may go considerably deeper 
than what we have witnessed so far. It may indeed be 
the end of an era—the Keynesian era, after Lord Keynes 
who sold his theories in Washington in the early days of 
the depression. Mr. Badger thinks that some time in the 
future we may look back and see that this did indeed 
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mark the end of the Keynesian contention that our econ- 
omy has matured, that people saved too much and spent 
too little and that the thing to do to keep the wheels 
moving was for the government to do the spending. 

Here Mr. Badger, who is vice president and financial 
secretary of the New England Mutual Life Insurance 
Company, analyzes what bas happened and projects his 
thoughts as to what is abead in the management of our 
fiscal affairs. And following his views are the opinions 
of various members of MBA as to what's happened and 
what's abead. The issue might even be labeled “special 
on the market outlook.” 








of super-money into ordinary money 
or bank deposits became particularly 
mischievous whenever the only buyer 
that was willing to pay the pegged 
price was the Federal Reserve. For 
when the Federal Reserve buys a 
government security from an_ indi- 
vidual or a bank, it not only creates 
additional money that never before 
had been in existence, it creates a 
bank reserve which can support a 
further expansion of money in the 
ratio of about five to one. 

In a free country the people are 
the final arbiters of what they do 
with their money, including their gov- 
ernment securities which I described 
as super-money. If people are in a 
mood to spend and if you make it 
more attractive or easier for them to 
spend than to save, then they are 
going to spend. And not only in- 
dividuals, but groups of people such 
as political bodies, businesses, banks, 
insurance companies and the like. 
They may spend because they need 
goods and services. They may spend 
because they are afraid that goods are 
going to be scarce or higher priced. 
Groups may spend to influence elec- 
tions. Individuals or institutions may 
spend because they think other in- 
vestments are more attractive than 
cash or its recent equivalent, govern- 
ment securities. Whatever the rea- 
sons, they will spend so long as they 
are in the mood to do so and so long 
as they can lay their hands on money 

-and no government in the world 
has ever been able to stop them, not 
even by the exercise of despotic 
powers. 

This country has been in a spend- 
ing mood for a long time, notably since 
the end of the war. President Tru- 
man said over five years ago, “Infla- 
tion is our greatest domestic prob- 
lem.” This inflation has continued 
ever since. 

After Korea, the course of inflation 
accelerated at a pace that became so 
ominous it no longer could be ig- 
nored. This acceleration was due in 
no small measure to the fact that 
people, in increasing numbers, were 
deciding it was to their advantage 
to turn their government securities 
into cash at artificial and pegged 
prices so that they could either spend 
it or invest it at more lucrative rates 
of return. It was this wholesale liqui- 
dation of government securities to the 
Federal Reserve that was the crux of 
the problem our monetary and fiscal 
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officials finally had to face. It was 
in many ways similar te the problem 
England faced in 1947 and finally 
resolved by allowing the prices of 
government securities to seek their 
own level in a free market. Another 
factor that focused attention on the 
immediacy of the inflation problem 
in this country was that higher prices 
were increasing the cost of rearma- 
ment. 


a 


“This is the first time in 
nearly two decades that life in- 
surance companies have had to 
figure out where their money is 
coming from before they invest. 
No longer is their problem one 
of finding outlets as was the case 
until well after the war and no 
longer are they in a position of 
knowing they can sell govern- 
ment bonds by the billions in a 
—> and loss-free mar- 

ace 


—Sherwin C. Badger 
ee 


I do not believe, nor do I think 
official advocates of the new policy 
believe, that the unpegging of gov- 
ernment securities and the rising trend 
of interest rates will by themselves 
stop our inflationary trend. I do 
maintain, however, that there would 
have been no hope of effectively re- 
straining overall credit expansion and 
curbing inflation unless the pegs had 
been removed and unless interest rates 
had been permitted to rise. The sig- 
nificance and effectiveness of higher 
interest rates are not that they restrain 
the would-be borrower. The real sig- 
nificance is that interest rates must 
be taken out of a strait jacket if 
there is to be any measuring of the 
demand for money in relation to the 
supply, and if demand and supply 
are to be balanced. 

The only way interest rates were 
maintained at their former fixed lev- 
els was through manipulation of the 
supply of money—and this manipula- 
tion meant, to be absolutely frank, 
that we were turning on the printing 
press to expand the volume of money. 
This has always been dangerous and 
in a period such as we have been 
going through, it threatened disaster. 

While the monetary steps that have 
been taken are not a cure-all for in- 
flation, I doubt if we can over-empha- 
size their importance. Let’s have a 


The 


look at a few of the things that have 
happened since March. 


>> First, one hundred and fifty bil- 
lion dollars of marketable U. S. Treas- 
ury securities have ceased to be what 
I earlier called super-money. True, 
they can still be converted into 
money, but the conversion has now 
become costly since the sale of gov- 
ernment bonds now involves a_ loss 
to the seller. Furthermore, there is 
no longer any assurance, real or im- 
plied, as to the price at which they 
can be converted into money in the 
future. We have, therefore, in the 
short space of a few weeks cut down 
drastically the volume of liquid and 
riskless funds that can readily be di- 
verted to the spending stream. 


>> Second, the Treasury has recog- 
nized publicly for the first time in 
over a decade that if it is to finance 
its requirements without resorting to 
inflationary credit expansion, it must 
consider the needs and requirements 
of potential buyers of its securities. 
The offer of the new 2% per cent 
issue in March was clearly an attempt 
to give investors such as life insurance 
companies, pension funds and other 
institutions a bond which they would 
willingly hold. This is in sharp con- 
trast to the policy dating from the 
first Defense Loan prior to Pearl 
Harbor, when the Treasury offered 
the market what it wanted to give it, 
whether the market liked the terms 
or not, and when the Treasury was 
in a position to rig the market through 
Federal Reserve manipulation. 


>> Third, the exchange of some $13 
billions of old 2'¥2’s into new 2% per 
cent bonds has, for all practical pur- 
poses, immobilized nearly 8 per cent 
of the total marketable public debt. 
This, of course, will simplify the prob- 
lem of the Federal Reserve in pro- 
viding an orderly government bond 
market, which is quite a different 
thing from a pegged market. 


>> Fourth, since the Federal Reserve 
is no longer an important buyer, on 
balance, of government securities, it 
means that what little liquidation is 
taking place is being absorbed with- 
out expansion of the credit base. 

>> Fifth, the argument that a do- 
mestic or international crisis would 
be precipitated by a decline in the 
price of government securities to be- 
low par and that our financial institu- 
tions would be made insolvent as a 


result has been exploded. 
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>> Sixth, even though the Federal 
Reserve may at some future date find 
it wise to support or even peg the 
market, and even though we may 
later return to an easy money policy, 
never again will investors feel they 
can safely assume that government 
bond prices will always remain above 
par. In other words, government se- 
curities are not likely to become super- 
money again in the visible future. 

It will probably take months for 
all these new developments to be re- 
flected fully. The new forces at work 
are very powerful. Now that liquida- 
tion of government securities, espe- 
cially by banks and institutional in- 
vestors, has become less attractive if 
not downright costly, the volume 
of potential new credit has shrunk 
drastically. 

We have suddenly discovered that 
there is no longer enough new credit 
being created through saving to pro- 
vide would-be borrowers with funds 
to do all the things they would like 
to do. It seems to me this is likely 
to take at least some of the froth off 
the boom. After all, when a business 
discovers it is difficult, rather than 
easy, to get bank or other accommo- 
dations, it begins playing its cards a 
little closer to the chest. It begins 
to scrutinize its inventories and re- 
ceivables more carefully and to be 
more hesitant about bidding for ma- 
terials or embarking on expansion 
plans. Perhaps this has had some- 
thing to do with the recent pro- 
nounced price weakness in several 
commodities. 

Money, then, is starting to get tight 
and lenders are beginning to ration 
credit for the simple reason they 
haven’t enough free funds to go 
around. This rationing is being but- 
tressed by the Voluntary Credit 
Agreement of the banks, the life 
companies and the investment bank- 
ers. The real purpose of this volun- 
tary agreement, as I understand it, 
is to see that our limited volume of 
available new credit is conserved so 
that it can meet the demands of the 
defense effort and help increase the 
supply of needed goods and services. 


Here are some figures which give a 
rough idea of how suddenly the posi- 
tion of one important group of invest- 
ors, the life insurance companies, has 
changed. I estimate that the life 
companies had about $11 billions 
available for investment in 1950, and 


that in the twelve months starting 
May |, they will have only about $8 
billions. The decline will be due, I 
believe, because of a reduction in re- 
fundings of outstanding issues and a 
drop in insurance company sales of 
government bonds. In 1950 life insur- 
ance companies invested not only 
their $11 billions of available cash 
but made future commitments for an 
additional $2 or $3 billions. Thus 
they invested or promised to invest 
somewhere around $13 or $14 bil- 
lions. 


re _ 

“I believe the time bas come 
when we should discard the no- 
tion, fostered during the ¢ 20 
years, that short-term interest 
rates should necessarily be lower 
than long-term rates. The idea 
that there is some particularly 
ideal interest yield curve on gov- 
ernment securities is of compar- 
atively recent origin and was 
part and parcel of controlled 
money markets.” 


—Sherwin C. Badger 
a 


In the year beginning May 1, how- 
ever, out of their estimated $8 billions 
available, they will have to make pay- 
ments for perhaps $2 billions of com- 
mitments made last year. Thus there 
will remain only about $6 billions net 
for new investments and commit- 
ments, which is in sharp contrast to 
last year’s figure of $13 or $14 bil- 
lions. 

This is the first time in nearly two 
decades that life companies have had 
to figure out where their money is 
coming from before they invest. No 
longer is their problem one of finding 
outlets, as was the case until well 
after the war, and no longer are they 
in a position of knowing they can sell 


government bonds by the billions in: 


a guaranteed and loss-free market in 
order to raise funds whenever they 
may want them. 

If my analysis is right and if the 
Federal Reserve does not reverse it- 
self and turn on the tap of new and 
easy credit, it seems to me that the 
demand for investment funds is likely 
to be larger than the supply for the 
indefinite future. Even after making 
allowances for a decline in building 
and the demand for new mortgage 
money, the requirements of industry 
will continue very large and in addi- 
tion the Treasury is likely to be a 
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substantial borrower during the latter 
part of 1951. 

All this makes the problems facing 
the Treasury very real and very diffi- 
cult. It now looks as if those who 
advised the Treasury, after the war, 
to start refunding their short-term 
obligations into long-term issues may 
have been right. At any rate, the 
Treasury’s task is now greatly com- 
plicated by the fact that during the 
next twelve months it will have to 
refinance some $52 billions of matur- 
ing issues and must raise a still unde- 
termined number of billions of new 
money to finance defense. Also, be- 
ginning next year it must be prepared 
to refinance many billions of savings 
bonds as they fall due. Unless we are 
to have a dangerous further expan- 
sion of the money supply, with all 
that this would imply inflation-wise, 
the Treasury must do most of this 
enormous financing without recourse 
to the Federal Reserve. 

We don’t know of course how the 
Treasury plans to meet its financing 
problem. I should like to venture a 
suggestion. Might not the Treasury 
be well advised to turn to the great- 
est source of financial wisdom yet 
devised by man, namely to the verdict 
of a free market? 

For the past several years, gov- 
ernments throughout the world have 
been trying to shortcut free markets 
and to mastermind our economy and 
our finances. Controls, regulations, 
and a host of other devices have been 
tried and yet, no matter how cleverly 
designed, they almost invariably have 
worked crudely and have created 
more problems than they solved. Thus 
the tendency has been for controls to 
breed the need for still more controls 
until the point is reached where men 
resist the controls and evade them by 
black, gray and various other shady 
markets and methods. We seem to 
have forgotten how wonderfully effi- 
cient free markets are in getting nec- 
essary things accomplished. The rea- 
son for this efficiency is that the 
market is the meetingplace and clear- 
inghouse of all that everybody, not 
just a few people, knows about any 
given situation and outlook. 


To be specific, it seems unlikely 
that during the next several months 
there will be any large volume of 
long-term funds available from insti- 
tutional investors for the purchase of 
additional government bonds. Thus 
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it would seem that the source of the 
funds the Treasury needs is most 
likely to be found individuals 
who might be induced to save and 
from those who might be induced to 
put idle cash to work through short 
paper. 


from 


or medium-term government 

First, as to possible new savings by 
individuals. I imagine most of us are 
doubtful whether the Treasury will 
attracting large 
amounts of new money by campaigns, 
no matter the 
present brand of savings bonds. Pos- 
sibly a_ higher would 
help, and possibly the results would 


be better if professional security sales- 


be successful in 


how intense, to sell 


interest rate 


men were given a commission for 
placing such bonds. 
ever, that as far as the individual is 
concerned, the government might be 


I suspect how- 


wise to consider some other induce- 
ment, such as limited tax exemption. 
This is because personal income taxes 
take a large slice of interest income, 
thus reducing the effectiveness of the 
return. The 
ment grants special tax advantages 
to the oil industry because the dis- 
covery and production of additional 
oil are considered to be essential to the 
If it be true, and I 
believe it js, that it is even more 
the that 
people save more mony and spend 


gross rate of govern- 


nation’s welfare. 


vital to national welfare 


less, why would it be illogical or revo- 
lutionary to offer a tax advantage to 
those who will forego spending in 
order to save? 


When we turn to the potentialities 
in the short-term market for govern- 
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ment securities, the fact seems to be 
well established that large amounts 
of money are being held by individ- 
uals as well as by businesses in the 
form of idle cash balances. Perhaps 
this. money could be coaxed into 
short-term government securities if 
the rate of return were sufficiently 
attractive. I believe the time has 
come when we should discard the no- 
tion, fostered during the past twenty 
years, that short-term interest rates 
should necessarily be lower than long- 
term The idea that there is 
some particular ideal interest yield 
curve on government securities is of 
comparatively recent origin and was 
part and parcel of controlled money 
markets. Prior to the great depres- 
it was not at all unusual for 
short rates to exceed long-term rates, 
and frequently high short-term rates 
attracted funds needed to avert or 
cushion a critical situation. 


rates. 


sion, 


Two things seem clear to me: The 
in the life insurance 
business serve are no longer merely 
tolerated, as they were under the 
prevailing economic thinking of the 
1930’s. They are now emerging again 
to their rightful place, for they are 
again being recognized as part of the 
mass army of capitalists needed to 
supply the funds to meet the nation’s 
defense and production requirements. 
We need more of these savers, and if 
interest rates have to rise to attract 
them, then those who need to borrow 
funds, including the government, 
must be ready to pay the necessary 
price. 


customers we 


The second conclusion that seems 
inescapable is that our government 
will be wiser to finance its expanded 
requirements from the savings of the 
people than to attempt to finance 
through tax rates that are so high 
they destroy the incentive to work, 
to venture, to save or even to retain 
past savings. 





DETROIT 


AND 


MICHIGAN 


TITLE INSURANCE on 
both Owner's and 
Mortgagee's Policies 
anywhere in Michigan. 


ABSTRACTS prepared 
and extended on lands 
in Wayne, Oakland and 
Macomb Counties. 
TAX reports prepared 
on condition of taxes 
to real property located 
in metropolitan Detroit. 


ESCROW Agent in all 
matters involving real 
estate transactions. 


The Oldest Title insurance 
Compony in Michigan 


















Abstract and Title 


GUARANTY COMPANY 
735 GRISWOLD + DETROIT 26, MICH 





The Mortgage Banker for July, 1951 


ADVICE FOR LOAN ORIGINATORS: 
Hang On! Conditions Will Improve 


_ drop in Government bond 
prices has created pressures on the 
entire financial structure of the coun- 
try — nothing distressing yet — but 
there is a real 
squeeze going on. 
Consequently, to- 
day the entire 
money market is 
torn by terrific 
cross currents, 
some inflationary, 
others deflation- 
ary, and some 
people may feel 
that it would be 
foolhardy to try to forecast which 
will win out. ] 





T. E. Lovejoy, Jr. 


I do not look for any severe de- 
pression. That does not mean that 
I believe one should not take chances 
today. All institutional investment 
men are faced with these cross cur- 
rents and uncertainties and, under 
such conditions, it is my suggestion 
that the institutional executive do his 
job as best he can from day to day, 
and err (if errors are made) on the 
conservative side. 

This drop in Government bond 
prices has had widespread effects. 
Many of the smaller banks through- 
out the country have become nervous 
and have put pressure on mortgage 
originators to move out loans, which 
such banks were warehousing, to the 
ultimate purchaser. These mortgage 
originators had been warehousing the 
loans, probably at a spread in their 
favor, and took their time about 
making delivery for payment. 

Now they are forced to speed up 
deliveries, and what do they find? 
They find that many of the institu- 
tions in the so-called secondary mar- 
ket, which includes savings banks and 
life insurance companies and other 
institutions of that type, do not have 
the ready funds to absorb these loans 


By THOMAS E. LOVEJOY, JR. 
President, The Manhattan Life Insurance Company 


when delivered for payment. Many 
such institutions have for several years 
built up substantial commitments for 
mortgages, in some cases much higher 
than they should have. I know of 
one large savings bank in New York 
which had at the beginning of this 
year mortgage commitments equal to 
20 per cent of its total assets. That’s 
a large percentage. Such institutions 
had been, for a number of years, 
selling their Government bonds at the 
pegged prices, thus frequently freez- 
ing a little profit in some cases and 
using the funds to take up mortgages 
as they were delivered for payment. 
Now they cannot sell their Govern- 
ment bonds unless they are willing 
to take a loss. On top of that, during 
the first two months of this year with- 
drawals of savings deposits were in 
excess of new deposits which of course 
resulted in a net decline in total 
deposits of such banks. This trend 
changed in March and was carried 
through during April, and savings 
bank deposits appear to be increasing 
again, but not as rapidly yet as they 
have in the past. 

The result of this situation has been 
a definite oversupply of mortgages 
and it should take some time for this 
oversupply to be absorbed. Frankly, 
I do not think it will be too long, 
perhaps six months, but not much 
longer, because the insurance com- 
panies cash inflow exceeds cash outgo 
as a result of the nature of their 
business and such new funds, together 
with amortizations on and prepay- 
ments of the mortgages they hold, 
should enable them to have funds to 
absorb the outstanding commitments 
relatively soon. The savings banks 
will be helped if this trend toward 
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higher deposits continues, in addition 
to the amortization and prepayments 
of loans they now hold. In the mean- 
time, many of the institutions have 
entirely withdrawn from the mort- 
gage market and mortgage money is 
tight. I believe that if he is able to 
hang on long enough, the mortgage 
originator will find there will be some 
improvement in his ability to place 
mortgages. 

Going a little further, another factor 
which should relieve the mortgage 
situation is the sharp decline in the 
trend of starts due to Regulation X. 
Due to this new condition in the 
mortgage market, and I believe some 
difficulty in getting materials, starts 
will continue to decline. It usually 
takes several months for starts to 
come out at the other end of the 
assembly line in the form of mort- 
gages ready for the secondary market, 
but it looks now as if the old law of 
supply and demand will begin to take 
effect and the supply of loans will 
be considerably reduced. That’s the 
way I see it, but of course I could be 
wrong. 

I don’t see any improvement in 
bond prices or reduction in yields on 
bonds for some time to come. There 
is a tremendous amount of corporate 
financing on the way, which the pub- 
lic does not know about, which will 
keep bond prices at close to current 
levels and possibly put them a little 
lower. In other words, we have an- 
other situation of supply and demand 
and there is the possibility that the 
supply of corporate bonds of good 
quality will be very heavy. This 
condition could go on for a couple 
of years. 

(Continued on page 21, column 1) 
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What Mortgage Lenders 


HEN, last March, mortgage 

lenders were hearing the gov- 
ernment’s action in pulling the sup- 
port plug from government bonds 
described as one of “the greatest 
changes in federal fiscal policy” ever 
made, not many immediately dis- 
cerned the far-reaching effects of the 
move. But everyone knows today. 

It is now nearly four months since 
the action was taken. March was 
principally a period of amazement 
and bewilderment; and as late as the 
MBA New York Clinic the latter part 
of the month, the general impression 
was that “we'll have to wait and see.” 
April brought a change from bewil- 
derment to more immediate action 
from many factors within the indus- 
try. And that is where the conditions 
stand generally today. 

What do mortgage men think of 
present market conditions? How do 
they appraise the future, what are 
the actual new conditions they are 
experiencing? In brief, what’s a 
general opinion? 

Tue Mortcace Banker queried 
representative mortgage lenders coast 
to coast. Most had an opinion but 
some, for various reasons, didn’t care 
to go on record. From the others, 
here are their views. But, first, what 
does the group see generally, what 
are the highlights of their thinking? 
>> First, GI loans are much shunned, 
little wanted; and with the rate 
frozen at 4 per cent, there seems little 
chance that this will change. Then 
what? Mortgage men everywhere fear 
more emphasis on direct lending. 
Nothing could be more distasteful 
than a greatly expanded direct lend- 
ing program. So far nearly 6,500 
veterans have made these direct loans 
for a total of more than $63,000,000 
and new applications are arriving at 
the rate of 4,000 monthly. 
>> Second, the curbs have finally hit 
and hit hard; housing starts are drop- 
ping fast, just as was freely predicted 
earlier in the year would be the case 
at this precise time. New home con- 
struction in May dropped below that 
of April for the first time on record. 
Despite government assurances to the 
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contrary, many foresee a drop in 
starts this year to well below the 
official 850,000 target. 


>> Third, many members over the 
country say that with a curtailment 
as severe as now seems possible, we 
are going to have some rather serious 
economic problems to solve. Employ- 
ment for one. A number expect hous- 
ing starts to drop 60 to 70 per cent 
in their areas—and that means em- 
ployment trouble, they predict. Dur- 
ing the first quarter of this year, 
more than 875,000 were employed 
in home building, as compared with 
1,405,000 last fall. When second 
quarter figures are available, they 
are not expected to show up very 
well. 

>> Fourth, some mortgage bankers 
themselves have created some of the 
confused conditions that have existed 
in lending these past three months. 
One member expressed it rather well 
for a number who had the same opin- 
ion by saying that some mortgage 
men, by offering loans on a sacrifice 
basis to institutions admittedly out 
of the market, had caused consider- 
able demoralization. They have not 
sold them and have, reason these 
men, only hurt their future market 
for loans. 


>> Solution? They’re of all sorts. 
Generally speaking, mortgage men 
queried are optimistic and fully ex- 
pect that after a period of readjust- 
ment, the market will settle and busi- 
ness will again be done similar to the 
manner of before March 3. What has 
happened in the mortgage field can 
be matched in other fields as well 
—municipal and corporate bonds, for 
example. Many municipal bond deal- 
ers over the country went through 
a severe readjustment at the time 
of the break. 

As for FHA and VA loans, one sug- 
gestion attracting attention is for a 
one-half of one per cent service 
charge for the 501s and a quarter 
of one per cent for the 44 FHAs— 
since it seems that neither rate is 
going to be upped. One member 
points out that at last mortgage men 
know, finally and conclusively, how 


closely their futures are tied to the 
controlled economic weather that 
blows from Washington. 


Now, to be more specific and to 
get members’ opinions over the coun- 
try in the same way we might if a 
Clinic were in progress today, here’s 
what a number of them say: 


Summarizing conditions as he sees 
them in Southern California, Wallace 
Moir, president of Wallace Moir Com- 
pany in Beverly Hills, declared: 


“New loan applications have re- 
duced quite steadily in number in 
the last sixty days. The reduction 
appears healthy, not serious. 


“Many principals are still in the 
market for loans, but some have with- 
drawn temporarily. In my opinion, 
these particular companies will be out 
of the market for all practical pur- 
poses for a longer period of time 
than they indicate to the public. I 
do not believe they will be out of the 
market as long as they talk privately. 
One or two companies that have 
been out of the market due to the 
low rates have returned and are 
active. 


“Interest rates are higher — they 
moved up from an average of 4% 
per cent gross to 434 per cent rather 
quickly, and then have gradually 
worked their way to approximately 
5 per cent. These loans command the 
usual | per cent finder’s fee or orig- 
ination cost. Loans of $200,000 and 
larger are still %4 per cent to /% per 
cent less than the smaller loans. 


“Most materials are readily avail- 
able in the area. Construction has 
been at a very fast pace for the first 
half of the year. Prospects are that 
it is reducing. 


“The whole change appears to be 
a sound one. It provides an oppor- 
tunity to aid in the curtailment of 
inflation, to take stock of business 
activities, and to proceed on a more 
conservative basis. More conservative 
lending will prove to benefit debtor 
and creditor alike. It is in the public 
interest. Mortgage bankers should 


support it.” 


The Mortgage Banker for July, 1951 


Think About Conditions 


Probably mortgage lenders have, during the past four months, listened to 
and read more varying opinions as to what the changed government fiscal 
policy means than about anything else that has come into their business in 
two decades. Now here’s what some of the nearly 1600 lenders who make 
up MBA themselves think—their appraisal of loan conditions in their areas, 
what their principals are doing—or are not doing—building and housing 
conditions in their communities, and what they see ahead. Match these 


views against your own experience and expectations. 


Reporting from Birmingham, John 
C. Hall, vice president of Cobbs, Al- 
len & Hall Mortgage Company, Inc., 
looks at the market this way: 

“In the Birmingham area during 
the first five months in 1951 house 
building equalled or possibly exceeded 
the same period of 1950. Most of this 
construction, particularly the larger 
groups, was planned and the tempo- 
rary and permanent financing com- 
mitted for prior to the effective dates 
of Regulation X and comparable 
FHA and VA credit controls. 


“Other than these, there have been 
relatively few new homes started dur- 
ing the past several months. Most of 
these are being built by owners for 
their own use and not on a specula- 
tive basis. During the next twelve 
months I do not believe more than 
30 per cent as many housing units will 
be built in Alabama as were con- 
structed during the past year, al- 
though additional housing is needed 
pretty generally throughout the state. 
On the national level with present 
credit controls, uncertainties and with 
practically no market for loans, I do 
not think more than 400,000 housing 
units will be built during the next 
twelve months. If true, this will cre- 
ate considerable unemployment. 


“In 1951 we expect to handle about 
half the mortgage volume which we 
handled during 1950, most of which 
was previously committed for by our 
principals. The insurance companies 
and savings banks for whom we serv- 
ice loans are out of the market for 
GI loans or other 4 per cent housing 
loans. Some will reluctantly buy a 
limited amount of very selective FHA 
loans at par or less—with servicing to 
us. Funds are available for conven- 


tional loans at a minimum of 442 per 
cent interest with rates generally 
being up '% of | per cent in the past 
90 days. Adequate construction funds 
are available here, if you have a firm 
commitment for a permanent loan. 


“Summarizing, building materials 
are available in Birmingham, mort- 
gage money is not available on an 
adequate basis. As long as the present 
situation as regards yields on govern- 
ment and other high grade bonds 
exists, I do not think there will be 
funds available for GI loans or for 
any 4 per cent residential mortgages. 
There will be only a limited and in- 
adequate market for FHA loans and 
this at not more than par which will 
necessitate charging the borrower for 
placing the loan. 


“I think many insurance companies 
and other institutions who over-com- 
mitted to purchase loans during the 
past few months will have digested 
these commitments late in the year 
and will again be in the market for 
FHA Title II loans on a limited basis 
—in order to diversify their invest- 
ments. With the present lack of 
market support and yield level in 
government bonds, however, and with 
maximum GI and FHA interest rates 
frozen at their present levels, there 
will not be an adequate market for 
these mortgages, particularly by in- 
stitutions who would need to sell gov- 
ernment bonds below par in order to 
invest in mortgages.” 

Edward F. Lambrecht, president of 
Lambrecht Realty Company, Detroit, 
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sees the conditions of the moment as 
temporary, a view shared quite widely 
throughout the industry. He says: 
“Our principals are not ‘out of the 
market.’ They are requiring a 4% 
per cent interest rate for larger loans 
and a 5 per cent interest rate for resi- 
dential loans. There is no interest 
in GI loans and FHA loans are taken 
at par by some companies. There has 
been a tightening insofar as prepay- 
ment privileges are concerned. Con- 
struction has held up very well and 
builders seem confident that during 


the near future they will not en- 
counter supply shortages. 

“Residential building will now de- 
cline because of the shortage of mort- 
gage money and larger down pay- 
ment requirements. In general, there 
will be an increase in the conventional 
loan business because of higher inter- 
est rates and a decline in the GI and 
FHA loans. This condition is un- 
doubtedly temporary and the present 
short supply of mortgage money 
should change in six to twelve months 
time.” 


Hysteria and Sacrifice Offerings Have Been 
Detrimental Influence in the Recent Market 


Reporting from Camden, N. J., 
Philip Zinman, president of the South 
Jersey Mortgage Co., has this to say: 

“New loan acquisitions have fallen 
very sharply, particularly in the new 
construction category. In New Jersey 
we had a large back-log of pre-Regu- 
lation X, VA and FHA commitments. 
These have now been exhausted and 
the curtailment ranges from 35 per 
cent to 70 per cent, dependent upon 
the price class of home. 

“Our principals, with very few ex- 
ceptions are out of the market. This 
is due to two reasons: first, the actual 
lack of funds due to the freezing of 
government bonds, which has created 
the necessity for adjusting existing 
commitments with incoming funds. 
Second, many of our institutions feel 
that, with all the sacrifice offerings 
being made to them from various 
parts of the country, the conditions 
are so unsettled that their trustees 
and managers have decided to await 
results and see where the market will 
firm out. We believe that many of 
our mortgage bankers are creating a 
good deal of this condition by offer- 
ing loans to institutions which admit- 
tedly are not in the market, on a sac- 
rifice basis. They do not sell the loans 
and actually hurt their future market. 
A few of our institutions are still tak- 
ing loans on a selective basis and in 
some cases still paying a premium for 
selective loans. 

_ “Construction held up pretty well 
in our area for the first five months 
of this year, due to the fact that we 
had the commitments prior to Regu- 
lation X in sufficient volume. Now 
that these commitments are practi- 
cally exhausted, the volume of new 
construction and starts is being very 
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sharply and severely curtailed. Most 
materials, with the exception of ce- 
ment, rock lath and plaster, hardware 
and plumbing items are readily avail- 
able and in my opinion will become 
more so with the curtailment of build- 
ing activity. 

“Interest rates are higher by a min- 
imum of ¥ per cent. In addition, the 
premiums which we were obtaining 
for these loans have been drastically 
cut. With the new price level in bonds 
and the interest rates on GI and FHA 
loans frozen, the VA loan is rapidly 
becoming non-existent. Frankly, we 
won’t touch them, particularly for 
new construction where the builders 
cannot absorb the discount at which 
loans are presently selling under pres- 
ent VA regulations. We are extremely 
fearful that the entire program may 
be designed to give support to the 
Government embarking on a direct 
loan program for VA loans. 

“As for the FHA loans, we find no 
hesitancy in our area to make any 
and all loans on a par basis, and 
firmly believe that with a declining 
volume we will be able to command 


a premium in the secondary market 
as soon as the hysteria and sacrifice 
offerings subside. Institutions are find- 
ing that the sacrifice offerings are 
mainly for future delivery, the time 
of delivery uncertain, and generally 
speaking of a class or in areas in 
which most of the institutions would 
not be interested. After inspections 
and analysis, we have been able to 
awaken their interest in prime selec- 
tive loans on a premium basis.” 

From Jacksonville, Fla., and John 
A. Gilliland, vice president of Knight, 
Orr & Company and president of the 
new Jacksonville MBA, comes this 
opinion: 

“New loan acquisitions have been 
curtailed approximately 60 per cent 
to 70 per cent. This is due largely to 
the builders who heretofore had 
started projects of from fifty to two 
hundred houses who are now starting 
five or ten houses. 

“As we all know, the mortgage 
market for new loans has ‘dried up.’ 
Our company, at this point, does not 
have one principal who will make a 
GI loan. All of them except one are 
continuing to make FHA loans. How- 
ever, they are not out soliciting them. 
We still have a good market for 44% 
per cent and 5 per cent conventional 
loans but most of our principals are 
asking for 5 per cent and for a term 
of 15 years, if possible. The only 
premiums being paid are for conven- 
tional loans. 

“Although I don’t have the statis- 
tics, I believe that practically the 
same number of houses were built up 
te May, 1951 as in 1950. However, 
this is deceiving, as this was largely 
due to commitments for FHA and VA 
loans which were issued prior to the 
inception of Regulation X. I antici- 
pate for the last half of 1951, unless 
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some change is made, that building in 
this area will drop approximately 70 
per cent or even higher. This, I be- 
lieve, in certain sections of the coun- 
try such as ours, will create an eco- 
nomic problem, as certainly the 
building industry and its allied indus- 
tries have had a bearing on the 
economic condition of this country. 

“The curtailed market for loans in 
the FHA and GI classifications is the 
biggest problem that we are facing 
today. Materials are readily available 
and building could continue without 
interruption. 


“Under present conditions, I think 
that we will all still be making mort- 
gage loans. There is no doubt that 
our volume will be reduced, unless 
there is some adjustment in the in- 
terest rate on FHA and GI loans. | 
do believe that the. new stable. mort- 
gage market will be on a higher inter- 
est rate basis. I do not believe that 
the investing institutions will be satis- 
fied with corporate and government 
bonds alone as investments and I be- 
lieve that before the end of 1951 we 
will have an active mortgage market 
with investors looking for good first 
mortgage loans.” . 

A general readjustment will occur 
because mortgage lending is funda- 
mental, says Earl Linn of The Weitz 
Linn Investment Company, Des 
Moines—but it is difficult to specu- 
late on how soon. 


“To forecast the mortgage business 
at this time would be like trying to 
pick out a tree where the lightning 
is going to strike: There are so many 
divergent influences. 


“Builders are skeptical about their 
ability to sell under the existing re- 
quirements and restrictions and fear- 
ful of a materials shortage, which up 
to now has not been critical in this 
area. 

“Bankers are no longer willing to 
finance large building projects for the 
same reasons. Investors generally are 
either out of the market or accepting 
loans on a very restricted or discount 
basis. Buyers with ample cash equity 
are becoming scarcer. There is a con- 
tinuing flow of built to order jobs, but 
of course that is limited. 

“Eventually a general adjustment 
will take place and the mortgage busi- 
ness will recover; it always has be- 
cause it is fundamental. How soon 
depends on a great many events.” 


Immediate Outlook for the GI Loan Is for 
Little Activity, Most Members Say 


What has developed market-wise is 
“healthy” in many ways, says H. F. 
Philipsborn, president, H. F. Philips- 
born & Co., Chicago. 

“We are in a rather fortunate situ- 
ation, since none of our companies 
has gone completely out of the mar- 
ket so that our loan acquisition is 
about normal. 

“Of course they are a bit more 
selective, and definitely rate-con- 
scious; and it is natural that they 
should be when one takes into con- 
sideration the AAA bond markets. 
Personally, I think this is rather a 
healthy situation, and one where the 
mortgage banker may not only be 
able to get a respectable rate of in- 
terest but in some cases a small com- 
mission. I would say that our biggest 
problem is to obtain good loans for 
sale rather than their disposition. As 
to interest rates, I would say they are 
Y_ per cent higher than they were 
60 to 90 days ago. 

“As to available materials on con- 
struction loans, at the moment none 
of our buildings under construction 
is being delayed because of lack of 
materials. There is some substitution 
of material. For example, one large 
project we are financing contem- 
plated using aluminum sash: this is 
now being changed. 

“As to my judgment on GI and 
FHA rates, I feel that as long as the 
VA and FHA hold to the present 
rates, there will be little desire to pur- 
chase this type of loan, at least for 
the next four or five months. Life 
insurance companies would prefer to 
buy conventional loans at a better 
margin and at a higher rate of inter- 
est. 


“In the main, prospective mort- 
gagors are pretty well reconciled to 
the higher rate of interest, and I do 
not believe that the average mortgage 
firm whose business is primarily con- 
ventional loans will find too great a 
drop off in their production if they 
give intensive effort to solicitation.” 

Surveying the St. Louis area, Fred 
J. Freiner, president of L. E. Mahan 
& Company, sizes up the situation 
like this: 

“Flow of new mortgage business 
both on old and new properties has 
considerably slackened during the 
past two months. Investors do not 
seem to want to invest in property at 
this time, mainly because of the 
higher interest rates and smaller 
amounts of loan. They do not want 
to place too much equity money in 
purchases, as they know they are 
buying at top prices and in a con- 
trolled market. 

“All of our principals are not en- 
tirely out of the mortgage market; 
however, they are all on a controlled 
basis. They prefer the AAA loan on 
a conservative appraisal and where all 
terms and conditions will coincide 
with the Federal Reserve Board’s re- 
strictions. The present market for 
GI and FHA loans is pretty well 
frozen; and unless the conventional 
loans comply in all respects to the 
policies of the finance committees of 
the insurance companies, mortgages 
as a whole are not too easily placed. 


“Construction in our area has held 
up pretty well during the first six 
months of the year; however, I be- 
lieve a great deal of the residential 
construction was planned prior to the 
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first of the year. There are several 
new subdivisions contemplated in our 
area with some construction started. 
This is a very small percentage of 
that which occurred during 1949 and 
1950. Commercial and apartment con- 
struction was going along at a fair 
rate until the new NPA order on 
steel and other critical materials was 
recently released. I don’t believe there 
are any great material shortages ex- 
cept possibly in copper and steel at 
this time. All builders now in the proc- 
ess of constructing buildings do not 
seem to be handicapped at present by 
a shortage of building materials. 


“Interest rates in our area have 
risen by one-half per cent. However, 
if mortgage money again becomes 
abundant, this rise might disappear. 
This, of course, also depends upon 
the bond market. 

“The GI and FHA rates while 
frozen at four and four and one- 
fourth per cent are not attractive to 
investors today, and my personal 
opinion is that rates on these two 
types of loans should have been on 
the same basis as conventional lend- 
ing policies. However, I don’t believe 
that there is much chance of these 
rates being increased.” 


Borrowers Will Once Again Be Called Upon 
to Pay the Expense of Loan Underwriting 


Conditions are shaping up where 
borrowers again will have to pay the 
expense of underwriting their loans, 
in the opinion of Delmar R. Beau- 
mont, president, Percy Wilson Mort- 
gage & Finance Company, Chicago, 
and head of that city’s local MBA.* 

“Life insurance sales are proceed- 
ing at a good pace, in addition to 
good repayments on loans, so that 
there will be ample funds for mort- 
gage-loan purposes. Therefore, it is 
reasonable to assume that if bond 
rates go no higher than at present 
and when the backlog of outstanding 
commitments is out of the way, we 
will be able to settle down on a regu- 
lated mortgage sales program. Pre- 
miums on loans, of course, are going 
to remain lower for some time, and 
the borrower is, therefore, going to 
be called upon once again to pay for 
the expense of underwriting his loan.” 

Jumping back to the West Coast, 
Walter H. Rolapp, president, Pacific 
Mortgage Company, Los Angeles, 
holds this view: 

“Our Company’s mortgage loan 
commitments have declined by ap- 
ee ee ee 
can’t afford to make 501s at 4 per cent with the 
ire te pe a 
rate to do the job at the + wy suthion ton 
If the interest rate can’t be changed, a majority 
said that a 2 to 3 per cent service fee on existing 
eg yt, to 4 per cent on construction 
wi alot make FAY a, 04, per con 
“yes” and two-thirds said “‘no.”’ With the pres- 


ent fee, members said an interest rate from 4% 
to 2 per cent is necessary. If the rate can’t be 
changed, a majority think a 2 r cent service 
fee on existing construction end 3 to 3% per 
cent on construction loans is necessary. 

Should down-payments on GI, FHA and loans 
under Regulation X be increased, decreased or 
left as they are? A majority said don’t disturb 
the down-payment requirements. 
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proximately 75 per cent due primarily 
to a very greatly restricted and se- 
lective investment interest in VA and 
FHA loans. Commitments we have 
secured covering these types of loans 
have largely been confined to indi- 
vidual borrower applications. 

‘Mortgage borrowers are prepared 
to pay, and in many cases offering, 
one-fourth to one-half per cent addi- 
tional interest rates on mortgages; but 
even such increased rates are attract- 
ing little, if any, investment enthu- 
siasm among lenders. 

“Contractors and borrowers of large 
mortgage funds, who previously had 
been securing their funds from other 
squrees, are now attempting to bor- 
row through our Company which 
leads us to the conclusion that funds 
for mortgage loans are very scarce 
and in some cases entirely unavail- 
able. 

‘The construction industry has con- 
tinued at a high level during the first 


half of the year but indications point 
to a greatly reduced building activity 
during the second half. This is due 
largely to the unavailability of loan 
funds in the primary mortgage mar- 
ket. 

“Interim lenders have declined to 
finance but a limited volume of new 
construction loans. There seems to 
be little if any difficulty in securing 
materials or labor and such construc- 
tion as requires bidding by con- 
tractors is finding active, highly com- 
petitive bids available. All mortgage 
lenders, especially mortgage corre- 
spondents, must be realizing by now 
how effectively, firmly and positively 
their business is geared to and 
affected by the government bond 
market as well as the planned methods 
used to control such markets.” 


MBA Vice President Aubrey M. 
Costa, president, Southern Trust & 
Mortgage Company, Dallas, submits 
an analysis of conditions in his area: 

“Volume of new construction con- 
tinued fairly strong for the first four 
months of the year. It has now begun 
to drop off and present prospects 
indicate the next few months will see 
a considerably less number of single 
family and multi-family units reach- 
ing completion. 

“Practically all materials are avail- 
able, with about the only items pres- 
ently in short supply being cement 
and steel. Our volume of loans closed 
for the first five months of 1951 is 
about 25 per cent less than for the 
same period of 1950. Our average 
loan is larger so the number of cases 
handled is smaller giving our acqui- 
sition, conveyancing, and bookkeep- 
ing departments less actual work. 

“We have some investors who have 
continued to take business from us; 
others who have allocated a quota; 
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and in one or two instances certain 
small companies are entirely out of 
the market. Investors taking business 
from us have encouraged offerings of 
conventional loans at a slightly higher 
interest rate and for a shorter number 
of years with more conservative ap- 
praisals, 

“Generally speaking, on good con- 
ventional residential loans in the Dal- 
las area the rate has continued at 
4% per cent. With money being in 
short supply it is possible a little 
later on this rate could advance to 
434 per cent or possibly 5 per cent 
depending on conditions at that 
time.” 


What is occurring now is tempo- 
rary and there will be a renewal of 
competitive activity before the end 
of the year, in the opinion of James 
W. Rouse, president, The Moss-Rouse 
Company, Baltimore. He says: 

“So many forces are exerting a 
downward pressure on house building 
and the supply of mortgage money 
that it is difficult to separate and 
evaluate them. 

“New construction has fallen off 
about 50 per cent in Baltimore so 
far this year. The uncertain supply 
of materials and labor, Regulation 
X, and the severe changes in the 
mortgage market are all contributing 
to a further decline in house building 
in the months ahead. However, as 
the defense program picks up speed, 
housing shortages are developing in 
industrial areas and the clamor for 
‘defense housing’ is beginning. It is 
my guess that new construction will 
reach a low point in the third quarter 
this year but that it will begin to 
pick up in the fourth quarter as the 
transition from non-defense housing 
to defense housing gets under way. It 
is doubtful that we will maintain a 
pace in the second and third quarters 
of this year as great as 50 per cent of 
1950. By the end of the year, how- 
ever, it is a good bet that defense 
housing projects will have brought the 
rate up to 60 per cent of the 1950 
pace. 

“The abrupt change in the inter- 
est rate structure would have been 
enough alone to depress the mortgage 
market until the transition to a new 
rate level was accomplished. This 
pressure was reenforced by the fact 
that the abrupt change occurred at a 
time when the market was already 
sluggish from the tremendous volume 
of mortgages which reached the mar- 


ket in the first half of 1951. This 
glut, combined with the rate change, 
chased many investors out of the 
market completely. A severe shortage 
of funds has resulted. As the glut 
wears off investors will return to the 
market and will find a sharply re- 
duced supply of mortgages available 
for investment. The pendulum will 
then swing back a bit and there will 
be some renewal of competition to 
invest before the end of 1951.” 


From a city where activity has 
been particularly high, booming 
Houston, Allyn R. Cline, president of 
the Cline Mortgage & Trust Co., 
reports these observations: 

“New construction mortgage proc- 
essing has decreased generally in this 
area 50 per cent to 75 per cent. Con- 
struction held up well during the first 
few months of the year—primarily 
with starts on properties exempt from 
credit restrictions and covered by loan 
commitments issued months ago. 

“Steel for heavy construction is in 
short supply; most materials for resi- 
dential building seem adequate. How- 
ever, present indications are for a 
serious drop in building starts during 
rest of year. 

“Many institutional investors have 
entirely withdrawn from the mortgage 
field. Others have restricted purchases 
te more desirable loans, meaning pri- 
marily better yields. Rates have 
jumped about '% to 1 per cent de- 
pending upon the type of loan with 
434 per cent now about the minimum 
with an occasional 44 per cent. Both 
G.I.s and FHAs are critical as of now 
as to rate.” 

So that’s how conditions look to 
some mortgage lenders. A group of 
other lenders in the same cities might 
present somewhat different views. 
But they would not be quite as di- 
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vergent as the viewpoints given by 
the home builders and the savings 
and loan industry. 

“Normal sources of funds for mort- 
gage loans are, at least temporarily, 
exhausted in most cities,” the Na- 
tional Association of Home Builders 
says. “With practically no market 
for home loans available to finance 
home construction, or to buyers for 
purchase of a completed house, the 
market faces the most serious crisis 
since World War II. 

“The federal reserve board action 
was a major factor in reducing the 
availability of funds to finance home 
construction and purchasing with the 
result that most lending institutions 
are out of money to loan.” 

W. P. Atkinson, NAHB president, 
terms the crisis as one of the worst 
in the industry’s history and a “grave 
threat” both to home ownership and 
employment. 

Home builders’ concern is not 
worrying the savings and loans. As 
Walter J. L. Ray, president of the 
U. S. Savings and Loan League, sees 
it, there’s plenty of mortgage money 
for home buyers—real home buyers. 

‘Mortgage money is available con- 
sistent with the mobilization pro- 
gram,” he said. 

“The route has been chosen by our 
government to secure an orderly de- 
cline in the volume of new building 
in order to divert men and materials 
to the mobilization program, and at 
the same time avoid an inflationary 
bidding up of price of the homes that 
are built. 

“For these reasons, and because 
the conditions of mortgage credit 
largely affect the number of families 
in the home buying market, it is ob- 
vious why credit for new building is 
tighter this year than last.” 









DALLAS, TEXAS 
. Established 1916 



















Plans for the Convention 


SAN FRANCISCO — MARK HOPKINS AND FAIRMONT HOTELS — SEPTEMBER 11-14, 1951 





EXTENSIVE PROGRAM OF ENTERTAINMENT PLANNED FOR 
LADIES WHO WILL ATTEND SAN FRANCISCO CONVENTION 


No in many years has a program 
oi ladies’ entertainment at an 
MBA annual been ar- 
ranged on such a scale as will be true 
of the San Francisco meeting Sep- 
tember 11 to 14—and the reason, of 
course, is that more women than ever 
will be attending the Convention. 
More than 500 have already indi- 
cated their intention to accompany 
their husbands. A registration fee of 
$20 has been set for women and the 
entire amount will be used for paying 
for the special events which the ladies 
will attend. These include: 


>> On Wednesday, September 12, in 
the Gold Room of the Fairmont, 
MBA ladies will be guests at a lunch- 
eon and fashion show, the latter ar- 
ranged through the staff of Gump’s, 
world-renowned San Francisco estab- 
lishment. Each lady will be given an 
attractive souvenir from overseas. 


convention 


>? On Thursday, September 13, a 
tour by land and water of the San 
Francisco Bay area has been arranged 
for the ladies to begin at | p.m. It 
will be by bus and boat and the ladies 
will join the tour either at the Fair- 
mont or in Union Square, directly 
across from the St. Francis. It will 
include a stop for tea in the Japanese 
Garden of the Golden Gate Park, one 
of the most beautiful anywhere. 


>> Third and final event appealing to 
the ladies will be the buffet dinner 
for everyone registered on Thursday 
night, September 13, at the Fairmont. 
There will be no speeches or formal 
program, but merely an opportunity 
for all members and their ladies to get 
together for a pleasant evening, an 
excellent buffet dinner and dancing 
to the Micha Nova orchestra, one of 
the best on the Pacific Coast. 

The ladies’ program is under the 
supervision of Miss Virginia Worth of 
the San Francisco Convention and 
Tourist Bureau. Henry Ehlers of the 
Crocker-First National Bank has been 
named chairman of the ladies’ enter- 
tainment committee with Wilbur 
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Warner of Western Mortgage Com- 
pany co-chairman. All MBA ladies 
attending the convention should make 
a point now to plan to attend these 
three events. 

In addition, there are innumerable 
things in San Francisco which have a 
special appeal for women. As one of 
the most cosmopolitan places in the 
country, San Francisco has no peer in 
the number of fine shops and stores. 
Chinatown is. something else with a 
tremendous appeal for all women. 

Gump’s, incidentally, is one of the 
famous stores in San Francisco the 
MBA ladies will want to visit. 
Founded in 1863, it originally dealt in 
mirrors, paintings, etc., and the first 
customers were the miners from the 
gold fields. Destroyed in the great 
fire and earthquake, it was rebuilt to 
become one of the fabulous art busi- 
nesses in the world. The noted de- 
signer, Gibson Bagh, is with Gump’s. 
Models from Gump’s will be seen by 
the MBA ladies at the fashion show 
on Wednesday noon at the Fairmont. 


GET TOGETHER TIME IS 
THURSDAY EVENING 


ECAUSE San Francisco is one of 

the country’s most colorful cities 
and provides a wealth of entertain- 
ment and diversion after the Conven- 
tion business of the day has been 
concluded, members are not being 
burdened with a heavy program of 
entertainment. There is so much that 
they'll want to see that the Conven- 
tion Committee has held down this 


LOANS TO 


part of the program. The principal 
social event of the four-day Conven- 
tion will be a buffet dinner Thursday 
evening, September 13, at the Fair- 
mont for all members and their ladies. 
Registration fees will include the cost 
of this dinner. Members and ladies 
will receive cards after they register 
in advance which they can exchange 
for the actual tickets when they arrive 
in San Francisco. The dinner itself 
is an effort to provide an opportunity 
for everyone attending the convention 
te get together for a pleasant social 
evening. The dinner will be buffet 
style and there will be dancing. 


COMMITTEE MEETING TIME 


Wednesday afternoon, September 
12, is committee meeting time at the 
Convention. Meetings are scheduled 
then for the federal legislative, re- 
search, clinic, education, FHA, VA, 
servicing and membership committees. 

They'll all be on the mezannine 
floor of the Fairmont in a tier of 
adjoining rooms. This arrangement 
will enable several of the Association’s 
officers and staff to look in on several 
during the afternoon. Members of 
these committees should plan now to 
be on hand for the meeting of their 
group at 2 o’clock Wednesday, Sep- 
tember 12. 


WE'RE IN ABOUT ALL THE 
SAN FRANCISCO HOTELS 


5 bee day is long past when MBA 
can hold an annual convention 
and house all its members under one 
roof—althought it might be possible 
again in 1952 when the Association 
(Continued on page 16) 
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THEY’LL SPEAK AT SAN FRANCISCO CONVENTION 





William A. Marcus 


EN nationally known in the oil, 

life insurance and banking fields 
will be among the principal speakers 
who will address the San Francisco 
Convention at the opening general 
session on Tuesday afternoon, Sep- 
tember 11. They are William A. 
Marcus, senior vice president of the 
American Trust Company, San Fran- 
cisco, and our convention chairman, 
A. N. Kemp, chairman of the board 
of Pacific Mutual Life Insurance 
Company, Los Angeles, and T. S. 
Petersen, president of the Standard 
Oil Company of California. 


Mr. Marcus is one of the country’s 
best known bankers and is now in his 
40th year with his institution in San 
Francisco. He joined the staff of a 
predecessor unit in 1911 and worked 
up through cashier and vice president 
to his present position as senior vice 
president in charge of real estate 
loans. He was one of the early presi- 
dents of the San Francisco chapter 
of the AIB and president of the Cali- 
fornia Bankers Association in 1947- 
1948. He is perhaps better known to 
the mortgage industry as president of 
the savings and mortgage division of 
ABA in 1948-1949. He is a staunch 
advocate of free enterprise in mort- 
gage lending but has been an en- 
thusiastic supporter of the principles 
embodied in FHA as originally set up 
and has long urged the agency’s 
preservation as an independent unit 
entirely removed from political in- 
fluence. In the April issue of Tue 
Morrcace Banker, he outlined a 





T. S. Petersen 


program which mortgage banking 
might support for a permanent FHA. 

Mr. Kemp has long been one of 
the country’s leading insurance men 
and bankers. His career began with 
the Hongkong and Shanghai Banking 
Corporation in London 51 years ago. 
Later he came to New York and 
then to San Francisco in the invest- 
ment banking field and still later was 
with a number of West Coast utili- 
ties companies. From 1917 to 1923 
he was controller and later vice presi- 
dent in charge of finance of Southern 
California Edison and from 1923 to 
1928 was vice president of the Cali- 
fornia Bank. He became president 
of Pacific Mutual in 1935 and has 
been board chairman since 1942. 

He was war-time president of 
American Airlines from 1942 to 1945 
and remains a director of that com- 
pany, as well as Standard Brands, 
Inc., Chase National Bank of New 





A. N. Kemp 


York, California Bank, Standard Oil 
Company of California and Southern 
California Edison Company. 

Mr. Petersen started with Stand- 
ard Oil of California as a service sta- 
tion salesman in Portland back in 
1922. Starting at the bottom in the 
oil industry, he worked himself up 
step by step, first as a supervisor for 
a number of stations, then to various 
departmental jobs, and finally into 
the merchandising division of a Stand- 
ard Oil subsidiary in San Francisco 
in 1933. Five years later he was 
general manager of the unit. His rise 
was uninterrupted, and in 1942 was 
elected vice president. In January, 
1948, he was named president. He is 
a director of the American Petroleum 
Institute and the Western Oil and 
Gas Association, a trustee of the 
California Academy of Sciences and 
a member of the Business Advisory 
Council, Department of Commerce. 


MORTGAGE CORRESPONDENCY 
FOR SALE 


Active loan office, with excellent back-up personnel, in city of 
1,500,000, financing single family, commercial and other investment 


type properties. Portfolio of $22,000,000, of which approximately 
$15,000,000 is single family house loans—F.H.A., V.A. and Conven- 
tional. Gross servicing fee approximately $88,000 per year. Asking 
price $40,000, plus appraised value of furniture and fixtures. Terms 
can be arranged for responsible purchaser. Write: Box 223, Mortgage 
Bankers Association of America, | 11 W. Washington St., Chicago 2, Ill. 
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(Continued from page 14) 
meets at Hotel Stevens in Chicago, 
the world’s largest hotel. 

This year in San Francisco mem- 
bers will be located in practically all 
the leading hotels of the city. San 
Francisco has many fine hotels, but 
none is as large as the New York and 
Chicago hotels where MBA custo- 
marily meets. With one or two excep- 
tions, every hotel is very convenient 
to the two headquarters hotels on 
Nob Hill, the Mark Hopkins and the 
Fairmont, and all can be reached by 
cable car except one. That is im- 
portant because everyone attending 
the Convention, and particularly 
those who have never visited San 


NORTHERN CALIFORNIA MBA APPOINTS COMMITTEES FOR 


Francisco, will want to utilize this 
most interesting of all transporta- 
tion. 

With two headquarters hotels, 
members might assume that there 
would be a certain amount of con- 
fusion as to which events are being 
held at which hotel. Such won’t be 
the case if members will keep in mind 
that all of the six general sessions of 
the program will be held in the Mark 
Hopkins, and everything else, includ- 
ing all the social functions, governors’ 
meetings, committee meetings, lunch- 
eons, etc., are being held in the Fair- 
mont. The exception to this is a few 
private functions of member compa- 
nies being held in the Mark Hopkins. 


EVERY PHASE OF ACTIVITY AT SAN FRANCISCO MEET 


ETERMINED that MBA mem- 

bers, in their first Convention 
trip to the West Coast, will get a 
full measure of Western hospitality 
and have adequate opportunity to 
enjoy this much-favored section of 
the United States, members of the 
Northern California Mortgage Bank- 
ers Association have organized effi- 
ciently to handle arrangements for the 
meeting. Headed by William A. Mar- 
cus as MBA’s Convention chairman 
and Willis R. Bryant, of the Ameri- 
can Trust Company as president of 
the local organization, committees 
have been organized for all activities. 
These include: 

The Reception Committee is 
headed by James P. Alger, vice presi- 
dent, Marble Mortgage Company, 
San Francisco, with Eugene S. Cox 
of Pacific Mutual Life Insurance 
Company as co-chairman. Ladies en- 
tertainment committee is headed by 


Henry R. Ehlers, vice president, 
Crocker-First National Bank, San 
Francisco with Wilbur Warner, vice 
president, Western Mortgage Com- 
pany, San Francisco, as co-chairman. 
C. C. DeWitt, Jr., East Bay Mortgage 
Service, Inc., is chairman of the 
Ushers Committee. 

Kirk Whitehead of Mason-McDuf- 
fie Company is chairman and Harold 
D. Edelen, Northwestern Mutual Life 
Insurance Company, San Francisco, 
is co-chairman of the buffet dinner 
committee. Willis M. Holtum, The 
Equitable Life Assurance Society, San 
Francisco, is chairman and Hart 
Tantau, assistant vice president, 
Crocker-First National Bank, San 
Francisco, is co-chairman of the com- 
mittee arranging the Mortgage Bank- 
ers Legion Dinner. 

Members of the Northern California 
MBA who met with Secretary George 
H. Patterson and your editor in San 
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Francisco in May to make final ar- 
rangements included: Willis R. Bry- 
ant, assistant vice president, Ameri- 
can Trust Company; Kirk Whitehead 
and Ward Armstrong, partner, 
Mason-McDuffie Co.; W. R. Ayde- 
lott, vice president, William Stanwell 
Company, Oakland; Harold Edelen, 
Northwestern Mutual Life Insurance 
Company; Eugene Cox, Pacific Mu- 
tual Life Insurance Company; W. M. 
Holtum, Equitable Life Assurance So- 
ciety; Wilbur Warner, vice president, 
Western Mortgage Company; George 
Thomas, president, Baldwin & Howell. 

Norman Ogilvie, vice president, 
San Francisco Bank, Oakland; Henry 
R. Ehlers, vice president, Crocker- 
First National Bank; Hart Tantau, 
assistant vice president, Crocker-First 
National Bank; Linden Stark, vice 
president, Anglo California National 
Bank; Clinton DeWitt, Jr., East Bay 
Mortgage Company, Oakland; Wal- 
lace Moir, president, Wallace Moir, 
Inc., Los Angeles; Lloyd Bring, assist- 
ant vice president, Wells Fargo Bank; 
R. Moretti, vice president, Bank of 
America; James Alger, Marble Mort- 
gage Company, and George Le Favre, 
San Francisco Examiner. 

Complete roster of the Northern 
California group includes: 

William A. Marcus and Willis R. Bryant, 
American Trust Company, San Francisco; 
Linden Stark and Arthur G. Lee, Anglo 
California National Bank, San Francisco; 
George H. Thomas, Baldwin and Howell, 
San Francisco; Martin J. Zernicke, Cali- 
fornia Western States Life Insurance Co., 
San Francisco; Frank E. Hayward, Cold- 
well, Banker and Company, San Francisco. 

Robert Cram, Robert Cram Mortgage 
Service, San Francisco; Henry R. Ehlers 
and Hart Tantau, Crocker-First National 
Bank, San Francisco; C. C. DeWitt, Jr. 
and P. A. Greet, East Bay Mortgage Serv- 
ice, Inc., Oakland; F. E. Forbes, F. E. 
Forbes Company, Bezkeley; Willis M. Hol- 
tum, The Equitable Life Assurance Society, 
San Francisco. 

(Continued on page 18) 
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NOMINATING COMMITTEE ANNOUNCES COMPLETE SLATE 
OF OFFICERS TO BE VOTED ON AT ANNUAL MEETING 


Aubrey M. Costa, president of the 
Southern Trust and Mortgage Com- 
pany, Dallas, as the nominee for 
MBA president in 1951-52 and Brown 
L. Whatley, president, Stockton, 
Whatley, Davin & Co., Jacksonville, 
Fla., as the nominee for vice presi- 
dent, will head the slate of nomina- 
tions to be presented at the Associa- 
tion’s annual meeting at the San 
Francisco Convention. Mr. Costa 
served as vice president this year and 
Mr. Whatley served as regional vice 
president from his area. 


Members nominated for positions 
on the board of governors include: 


Region 1, Thomas E. Lovejoy, Jr., 
president, The Manhattan Life In- 
surance Company, New York and 
Fred C. Smith, vice president, The 
Bowery Savings Bank, New York. 


Region 2, Maurice R. Massey, Jr., 
president, Peoples Bond and Mort- 
gage Company, Philadelphia and Ol- 
iver M. Walker, president, Walker & 
Dunlop, Inc., Washington, D. C. 

Region 5, Howard S. Bissell, presi- 
dent, Howard S. Bissel, Inc., Cleve- 
land. 

Region 10, A. H. Cadwallader, Jr., 
president, Mortgage Investment 
Corp., San Antonio. 

Region 11, Donol F. Hedlund, 
president, Carroll, Hedlund and As- 
sociates, Inc., Seattle. 


Region 12, William A. Marcus, 
senior vice president, American Trust 
Company, San Francisco and Ralph 
E. Bruneau, vice president, Valley 
National Bank of Phoenix, Phoenix. 


Members nominated for regional 


vice presidents include: 

Region 1, Robert M. Morgan, vice 
president, The Boston Five Cents 
Savings Bank, Boston. 

Region 2, William L. King, presi- 
dent, Boss & Phelps Mortgage Co., 
Washington, D. C. 

Region 3, D. L. Stokes, president, 
D. L. Stokes & Company, Inc., At- 
lanta. 

Region 5, Joseph M. Downs, vice 
president, The Ohio State Life In- 
surance Company, Columbus. 

Region 7, Walter C. Nelson, vice 
president, Eberhardt Company, Min- 
neapolis. 


Region 9, W. Ross Johnston, presi- 
dent, W. R. Johnston & Co., Inc., 
Oklahoma City. 

Region 10, John F. Austin, Jr., 
president, T. J. Bettes Company, 
Houston. 

Region 11, Franklin W. White, 
president, Securties Incorporated, 
Portland, Oregon. 


Members of the nominating com- 
mittee include Allyn R. Cline, Hou- 
ston, chairman; R. O. Deming, Jr., 
Oswego, Kan.; E. R. Haley, Des 
Moines; G. Calvert Bowie, Washing- 
ton, D. C. and Aksel Nielsen, Denver. 


NEW MEMBERS PASS 1950 
RECORD -BREAKING TOTAL 


HIS year’s MBA membership 

campaign has topped any of pre- 
vious years, even including the rec- 
ord-breaking drive of last year. So 
far 232 applications have been re- 
ceived as against 216 at the same 
time a year ago, Brown L. Whatley, 
membership chairman, announced. 
This is the fourth straight year that 
new members admitted have ex- 
ceeded those of the previous year 
and is considered a significant ac- 
complishment in view of the changed 
conditions within the industry in 
recent months which might have re- 
acted adversely to a continued ex- 
pansion in the organization’s nation- 
wide representation. Total MBA 
membership now stands at 1592 with 
a considerable backlog of applications 
awaiting clearance by the Member- 
ship Qualifications Committee. 

New members recently admitted 


include: 
ALABAMA, Birmingham, Collateral In- 
vestment Company, Dearborn-Brown 


Mortgage Co., Inc., Lange, Simpson, 
Robinson & Somerville; Mobile, James 
W. Moore, Realtor; Montgomery, Bal- 
lard Realty Co. 

ARIZONA, Phoenix, The Bank of Doug- 
las, Lucius W. Boardman, Standard 
Mortgage Co., Robert E. Willcutt; 
Tucson, The Bank of Douglas. 

ARKANSAS, Little Rock, National Title 
and Abstract Company. 

CALIFORNIA, Pasadena, McLellan In- 
vestment Co., Inc.; Riverside, River- 
side County Mortgage and Loan Com- 
pany; San Diego, W. H. Fraser Mort- 
gage Company, Lundy and Crawford, 
Incorporated; San Francisco, Wells 
Fargo Bank & Union Trust Co.; San 
Jose, Wells & Smart. 
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FLORIDA, Jacksonville, Workman, Jor- 
dan & King, Inc.; West Palm Beach, 
Wright & Seaton, Inc. 

GEORGIA, Savannah, Lynes Mortgage 
Company, McLamb & Company. 

INDIANA, South Bend, Advance Invest- 
ment Co., Inc. 

IOWA, Denison, Denison Federal Savings 
& Loan Association. 

KENTUCKY, Lexington, Central Ken- 
tucky Mortgage Company, Inc.; Louis- 
ville, Citizens Fidelity Bank and Trust 
Company. 

LOUISIANA, New Orleans, John J. Du- 
tel, District Agent, Kansas City Title 
Insurance Company, The Title Guar- 
antee Company, Weil, Arnold & Crane. 

MASSACHUSETTS, Boston, The Boston 
Five Cents Savings Bank. 

MICHIGAN, Detroit, Meredith Mortgage 
Corporation. 

MINNESOTA, Rochester, The 
National Bank of Rochester. 
MISSOURI, Clayton, Investors Diversi- 

fied Services, Inc. 

NEW JERSEY, Paterson, The Franklin 
Trust Company of Paterson. 

NEW YORK, East Brooklyn Savings 
Bank; New York, Blair, Rollins & Co., 
Incorporated; Niagara Falls, Frank J. 
Ripple, Inc. 

OHIO, Akron, The First Akron Corpo- 
ration; Cleveland, Fulton & Goss, Inc. 

PENNSYLVANIA, Philadelphia, Crockett 
Mortgage Company, Reynolds & Com- 
pany. 

RHODE ISLAND, Providence, Providence 
Institution for Savings. 

SOUTH CAROLINA, Greenville, 
Title Guarantee Company. 

TENNESSEE, Memphis, National Mort- 
gage Company. 

TEXAS, El Paso, Home Mortgage Com- 
pany of El Paso; Houston, Mainland 
Mortgage Company. 

WASHINGTON, Bellingham, Morgan 
Wheeler Company; Seattle, Washing- 
ton Mortgage & Insurance Co., Inc.; 
Spokane, Northwestern Title Insurance 
Compariy; Yakima, Columbia Mort- 
gage Corporation. 

WEST VIRGINIA, Charleston, General 
Realty Company. 


THIS WAS MBA’S BIGGEST 
YEAR FOR ITS MEETINGS 


T THE conclusion of MBA’s first 
Advanced Mortgage Banking 
Seminar, the Association will have 
completed the most active program 
of meetings it has ever sponsored 
and as comprehensive as any trade 
organization undertakes. During the 
first six months of 1951, MBA spon- 
sored nine large meetings, consisting 
of Mortgage Conferences in New York 
and Chicago with attendance exceed- 
ing 715 each, followed by a Clinic 
in Oklahoma City with 326, another 
in Minneapolis with 125, then Bir- 
mingham with 256, and Jacksonville 
with 200. In January, the Senior 


Union 


The 
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Executives Course was sponsored in 
New York with an attendance of 70, 
with the second educational event in 


June, the Mortgage Banking Seminar 
with its full quota of 107, followed 
by the first Advanced Mortgage 


Banking Seminar with an attendance 
of 80. 

All this adds up to more than 2,600 
attending a program of nine educa- 
tional meetings, clinics and confer- 
ences, representing the fulfillment of 
a recommendation made by the spe- 
cial committee which 
program of expanding the organiza- 
tion’s activities as widely as possible. 
One of these 
for more opportunities for mortgage 
to explore 


conceived a 


recommendations was 
lenders to get together 
mutual problems; and the program 
successfully concluded in the first 
half of 1951 seems to have fulfilled 
this proposal. 

Trend of thinking, as expressed at 
the concluding clinics in Birmingham 
and Jacksonville, was that the pres- 
ent stringency in the mortgage mar- 
ket was probably a temporary one 
and that, after a certain period of 
adjustment, operations would be re- 
sumed on something like the same 
basis as before. 

In Jacksonville, HHFA Adminis- 
trator Foley emphasized that view, 
saying “our feeling is that it is only 
temporary.” 

As to what Fanny May may do, he 
said, “there is no clear direction from 
Congress as to FNMA. At the mo- 
ment there is a tightness in the mar- 
ket, and we may have large offerings. 
They could wipe out our uncom- 
mitted funds. One of the best stabi- 
lizers now is FNMA, and it is fair 
to say that we want to keep FNMA 
in the market. We have had these 
crises before and have gotten through 
them.” 

W. A. Clarke, president, W. A. 
Clarke Mortgage Company, Phila- 
delphia, and consultant to the Fed- 
eral Reserve Board, outlined what 
had happened since March 3 when 
the plug was pulled on governments. 

“What should be done now?” he 
asked. “Should it be to get away 
from the fixed rate of interest? The 
government is now permitting supply 
and demand to work in government 
bonds. Should it not do so in GI and 
FHA loans?” He outlined thoughts 
for a fluctuating rate of interest, one 
to meeting changing conditions such 
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as the financial economy is now ex- 
periencing. 

Washington Counsel Samuel E. 
Neel cautioned that Title II funds 
may be exhausted soon. He said that 
the administration may find it diffi- 
cult to get additional money for 
Fanny May and some part of un- 
committed funds might have to be 
held in reserve. Other things might 
happen, for example, the 60-day 
holding period might be extended. 
Thus, he added, “lenders naturally 
will have to proceed with caution.” 


“But what has happened,” he said, 
“is, after all, what the government 
intended should happen.” 

In Birmingham President Milton 
T. MacDonald stressed the obvious 
need for increasing interest rates on 
FHAs and Gls to make them accept- 
able to the market. 

“One segment of the economy can- 
not be freed from a controlled interest 
rate unless other segments are either 
freed to seek their own level or ad- 
justed to a competitive position.” 

The Birmingham Clinic was held 
with the cooperation of the Birming- 
ham MBA with John C. Hall of 
Cobbs, Allen & Hall Mortgage Com- 
pany and MBA board member in 
charge of arrangements. In Jackson- 
ville it was the newly-organized Jack- 
sonville MBA with Brown L. What- 
ley, MBA regional vice president and 
president of Stockton, Whatley, Davin 
& Co., in charge of arrangements. 


NORTHERN CALIFORNIA MBA 
(Continued from page 16) 


Arthur T. Sparling, Jamieson, Towle, 
Willoughby Corporation, San Francisco; E. 
F. Gregoire, Jefferson Standard Life In- 
surance Co., San Francisco; James P. 
Alger and Albert E. Maggio, Marble Mort- 
gage Company, San Francisco; Frederick 
S. Duhring, Kirk Whitehead and Ward D. 
Armstrong, Mason-McDuffie Company, 
San Francisco; Max E. Weyer, Mechanics 
Bank of Richmond, Richmond 


Dwight L. Merriman, E. S. Merriman 
& Sons, San Francisco; A. D. Norris, Nor- 
ris, Beggs and Simpson, San Francisco; 
Harold D. Edelen, Northwestern Mutual 
Life Insurance Co., San Francisco; Eugene 
S. Cox and J. R. Deppen, Pacific Mutual 
Life Insurance Company, San Francisco; 
G. C. Pettygrove, Penn Mutual Life In- 
surance Company, Oakland. 

James Philips, James C. Philips Com- 
pany, Oakland; William R. Aydelott and 
Stanford L. Holmgren, William Stanwell 
Company, Oakland; Roy M. Burton and 
Milt Owens, Travelers Insurance Company, 
San Francisco; George T. Armstrong, West 
Coast Life Insurance Company, San Fran- 
cisco; Wilbur Warner, Western Mortgage 
Company, San Francisco. 


The 














These MBA publications are avail- 
able to MBA members: 

Mortgage Loan Servicing Practices 
by William I. DeHuszar, treasurer, 
Dovenmuehle, Inc., Chicago, and 
chairman of MBA’s Servicing Com- 
mittee. A comprehensive analysis of 
the mortgage loan servicing practices 
and procedures being used successfully 
by mortgage bankers across the coun- 
try. $2 each ($3.50 to non-members) . 


MBA Reference Guide, a loose- 
leaf service kept up to date, includes 
text and regulations of Regulation X, 
orders of the National Production 
Authority and rules and regulations 
of the Housing and Home Finance 
Agency applicable to specially desig- 
nated defense areas. $10 each. 


Home Loan Amounts at a Glance 
under Regulation X and related FHA 
and VA regulations. Prices: Less than 
100, 10 cents per booklet; 100, $7.50; 
500, $32.50; 1,000, $57.50; 2,000, 
$100; and 5,000, $225. 

If firm name imprint, firm address 
and telephone number and short ad- 
vertising message is desired, add $3.50 
to above prices. 


Borrower's Statements applicable to 
loans subject (and non-subject) to 
Regulation X in pads of 100. Prices: 
1 pad, $1.50; 5 pads, $5; and 10 pads, 
$7.50. 

Soldiers’ and Sailors’ Civil Relief 
Act Questionnaire and monthly basic 
pay schedule of officers and enlisted 
men in the Armed Forces in pads of 
100 at $3 per pad. Extra copies avail- 
able for 40c each. 


Members wishing to use the MBA 
insignia seal on letterheads and other 
printed material can secure them in 
larger sizes at $3 each and smaller 
sizes at $2 each. 


In addition to Mr. Bryant as presi- 
dent, Mr. Holtum is vice president 
this year, Mr. Whitehead, treasurer, 
and Mr. Cox, Mr. Aydelott, Mr. 
Ehlers and Arthur D. Norris of Nor- 
ris, Beggs & Simpson are directors. 
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SEEN AT BIRMINGHAM 


Seen at the Tutwiler at MBA’s 
Birmingham Clinic, all left to right: 
No. 1.—William J. Rushton, president, 


Protective Life Insurance Co., Birmingham; 
W. A. Clarke, W. A. Clarke Mortgage Co., 
Philadelphia; John C. Hall, vice president, 
Cobbs, Allen & Hall Mortgage Company, 
Inc., Birmingham; C. H. Hutton, vice pres- 
ident, Life & Casualty Insurance Co. of 
Tennessee, Nashville; and Frank P. Sam- 
ford, president, Liberty National Life In- 
surance Co., Birmingham. 


No. 2.—George H. Patterson, MBA Sec- 
retary-Treasurer; Milton T. MacDonald, 
MBA President and vice president, The 
Trust Company of New Jersey, Jersey City; 
Allyn R. Cline, president, Cline Mortgage 
& Trust Company, Houston; Guy T. O. 
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Hollyday, president, The Title Guarantee 
Company, Baltimore; Robert Jemison, presi- 
dent, Jemison Companies, Birmingham; 
John C. Hall; Aubrey M. Costa, MBA Vice 
President and president, Southern Trust 
and Mortgage Company, Dallas. 

No. 3.—Herbert C. Redman, Assistant 
FHA Commissioner, Washington, D. C.; 
Oliver M. Walker, president, Walker & 
Dunlop, Inc., Washington, D. C.; Aubrey 
M. Costa; W. A. Clarke; Milton T. Mac- 
Donald. 

No. 4.—Guy T. O. Hollyday; O. G. 
“Pap” Gresham, Gresham & Company, Bir- 
mingham; H. A. Drake, Jr., assistant treas- 
urer, Liberty National Life Insurance Com- 
pany, Birmingham; Louie Reese, Jr., vice 
president, Louie Reese & Co., Inc., Bir- 
mingham; Frank S. White III, Molton, 
Allen & Williams, Inc., Birmingham. 

No. 5.—J. Hudson Barker, chief under- 
writer, FHA, Birmingham; Carlos Starr, 
FHA Zone Commissioner for Zone No. 5; 
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Herbert C. Redman, Assistant FHA Com- 
missioner, Washington, D. C.; William H. 
Hicks, Administrative Assistant to State 
FHA Director, Birmingham. 

No. 6.—MBA President Milton T. Mac- 
Donald (right) receives the key to the 
City of Birmingham from John C. Hall. 


“The Chamber of Commerce in Bir- 
mingham, representing the citizens of this 
community, is honored to welcome you to 
our city,” said Mr. Hall in making the 
presentation. “They have selected me as 
their representative to present to you a 
gold key. On one side is engraved the 
words ‘Modern, progressive Birmingham, 
Alabama.’ On the other side is engraved 
your name. This key is evidence that you 
are now a member of Birmingham’s Ex- 
clusive Key Club, which,is composed only 
of nationally or internationally prominent 
citizens who have come‘ to our city to 
render our community an unselfish service.” 


19 




















AT PHILADELPHIA 
MBA MEETING 


One of the largest meeting: ue 

of any local mortgage associa- 

tion this year was the Spring Clinic 
of the Philadelphia MBA. Top photo 
shows the group that attended; and 
those at the speakers’ table are, left 
to right: William M. West, president, Com- 
monwealth Titk Company; James J. 
McHugh, Jr., assistant treasurer, Girard 
Trust Company, and treasurer of the Phila- 


NEWEST U. 5. MBA IS 
IN JACKSONVILLE, FLA. 


EWEST local mortgage associa- 
tion is the new MBA in Jackson- 
Florida, MBA held its 
final 1951 Clinic with the new organ- 


\ ille, Ww here 
ization doing an excellent job of play- 
ing host. John A. Gilliland of Knight, 
Orr & Company, Inc., is president, 
W. W. Munnerlyn, Bisbee-Baldwin 
Corporation, is secretary and W. H. 





delphia MBA; Herbert O. Frey, adminis- 
trator of real estate credit, Federal Reserve 
Bank of Philadelphia; J. Maxwell Pringle, 
vice president, Stern, Lauer & Company, 
New York; Maurice R. Massey, Jr., presi- 
dent, Peoples Bond & Mortgage Company, 
and chairman of the Clinic Committee of the 
Philadelphia MBA; G. M. Burlingame, vice 


Speir, Charles E. Commander & 
Company, treasurer. Other members 
include: 

Mal Haughton, Jr., Mal Haugh- 
ton, Jr. & Co.; Ed Banks, Jackson- 
ville Properties, Inc.; Stanley Norton, 
Norton Realty Co.; Brown Whatley, 
Stockton, Whatley, Davin & Co.; 
John D. Yates, Stockton, Whatley, 
& Co.; Tom Bradford and 
E. J. Langan, Tucker Bros., Inc. 


Davin 


Tom King, Workman, Jordan & 
King; J. Roy Mills, Kirbo, Mills & 
McAlpin, Inc.; James H. Kidd, Amer- 
ican Title & Ins. Co.; W. W. Mason, 
Mason Lumber Company; George 
Carlyon, George Carlyon & Co., Inc.; 
Al Weatherington, Title & Trust Co. 


National Association of Home Builders 
members—more than 500 of them—got 
together in Memphis to discuss low rent 
projects and look at some at $31 to $50 
monthly. Seen at the Conference were: 
left to right, MBA President Milton T. Mac- 
Donald; Ripley Greer, Memphis builder; 
W. P. Atkinson, NAHB president; and 
Marc Wile, Memphis mortgage banker dis- 
cussing the problem. MBA President Mac- 
Donald addressed the group. 


The 
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president, The Bryn Mawr Trust Company, 
and president of the Philadelphia MBA; 
Thomas McDonald, of MBA’s staff; M. F. 
Townsend, vice president, First Mortgage 

tion, and vice president of the Phil- 
adelphia MBA; and David Bloom, Jackson- 
Cross Company, Philadelphia, and secretary 
of the Philadelphia MBA. 


of Florida; Clarence Hull, Florida 
Title & Guaranty Co.; and E. G. 
Weems, Realty. Title Ins. Co. 


DENTON HEADS MIAMI MBA 


Frank E. Denton, vice president of 
the American Title and Insurance 
Company, has been elected president 

of the Greater 
Miami MBA and 
RobertKistler,vice 
president, C. W. 
Kistler Company, 
has been elected 
vice president. R. 
J. Shirk, vice pres- 
ident, Lon Worth 
Crow Company, 
was named secre- 
tary and treasurer. 

Governors named include Lon 
Worth Crow, Jr., R. C. Houser, presi- 
dent, Florida Bond & Mortgage Com- 
pany, Frank Strubbe, president, 
Frank Strubbe and Company, and 
Bowen Nelson, president, Nelson 
Mortgage Company. 


Frank E. Denton 
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ADVICE FOR ORIGINATORS 
(Continued from page 7) 

If my thoughts are right, and we 
are going to have a bond market with 
yields around current levels for an 
extended period of time, it will be 
necessary for some adjustments in 
the mortgage market if you want to 
place loans with institutions once the 
present large inventory situation has 
adjusted itself. Even if we have a 
more limited supply of mortgages 
they will not be attractive to institu- 
tions unless there is an increase in 
yield. I think there should be at 
least Y2 per cent increase in the yield 
on conventional mortgages in order 
for them to become competitive. In 
the case of FHA and GI loans there 
should also be an increase in the in- 
terest rate but I don’t expect it be- 
cause is is not politically expedient. 
However, the premiums on FHA 
probably will disappear or certainly 
drop substantially and GI loans prob- 
ably will have to be sold at a dis- 
count. It is my thought actually that 
since GI loans will not be competitive 
and even be sold at a discount of one 
or two points they are not attractive 
or competitive and we may see the 


supply of GI loans dry up. 


Rule of Thumb 


Just to carry this thought a little 
further—one of the rules of thumb 
we use sometimes is a spread of the 
various grades of securities, one from 
the other. In other words, using long 
term Treasury bonds as a basis, the 
institutional buyer figures a AAA cor- 
porate security should yield 30 to 40 
basis points more than the Treasur- 
ies; AA should yield 40 to 50 basis 
points, etc., and mortgages should 
yield 1 to 1% per cent more than 
Treasury bonds. It is not a bad rule 
of thumb and comes in handy at 
times. However, several years ago I 
heard a talk given by a friend of 
mine at the American Life Conven- 
tion in which he made an analysis 
of mortgages which showed that they 
are not very attractive. If my recol- 
lection is correct, he took a mortgage 
on which the rate was 4 per cent. 
Out of this 4 per cent he eliminated 
Y4 per cent for servicing; another 
¥g per cent for internal costs, and 
then said that another % per cent 
should be set. aside to build up a 
reserve. That would cut the net re- 
turn to 24g per cent which was not 








MBA 10 YEARS AGO 








A decade ago Frederick P. Champ 
of Logan, Utah—just elected one of 
the six vice presidents of the U. S. 
Chamber—had been nominated for 
MBA president and Charles A. Mul- 
lenix had been named for vice presi- 
dent . . . we were getting ready for 
our annual convention at the Roose- 
velt Hotel in New York . . . one of 
the speakers was Lewis W. Douglas, 
president of Mutual Life, who spoke 
on private placement of security issues 
with insurance companies sidestep- 
ping the investment banker which 
was a touchy subject at that time. .. . 
Virgil Jordan of the National Indus- 
trial Conference Board was on the 
program and Charles F. Palmer, co- 
ordinator of defense housing, and 
George S. Van Schaick of New York 
Life . . . the idea of organizing the 
Mortgage Bankers Legion was taking 
shape and the late L. E. Mahan was 
making plans for it mortgage 
men were mourning the death of Roy 
S. Johnson of Wichita who had been 
a member of MBA’s board since 1933. 


very competitive with Treasury bonds 
which then yielded 2% per cent. I 
mention this to bring out the need 
for a realistic approach to the mort- 
gage situation and the need for im- 
provement in yields on mortgages to 
make them competitive. 

I am an optimist and feel sure that 
once the present condition in the 
mortgage market has righted itself, 
conditions will not be unfavorable to 
the operation of a mortgage business, 
provided adjustments are made to 
bring them in line with competitive 
investment outlets. 


EFFICIENT SERVICING 
NEEDED BY BANKS 


By WILLIS R. BRYANT 


American Trust Company 
San Francisco 


Condensed from a talk at the Sav- 
ings and Mortgage Conference of the 
American Institute of Banking. 


E MAY think that the mort- 
gage loan portfolios of those 
banks which have always been pru- 
dent lenders are in the strongest 
position in history today, but let’s ask 
ourselves these questions: 
>> Have our mortgage practices been 
increasingly influenced by the welfare 
approach? 
>> Have the goodness and quality 
of our portfolios been diluted ? 
>> Have our future problems and 
responsibilities been multiplied? 

Most conservative bankers would 
answer these questions “yes.” If the 
answers are “yes,” now is the time 
to study every possible means of im- 
proving our operations and particu- 
larly our loan servicing operations. 
This means that today, while we can, 
we must efficiently and effectively 
service our loans, educate our bor- 
rowers, educate our own personnel, 
streamline our operations, and adopt 
procedures best suited to the solution 
of our particular problems. 

Now is the time to cure the chronic 
delinquent and the chronic late payer 
or remove his loan from the portfolio. 
Some day we will need all our time 
to assist worthy borrowers who are 
victims of a recession or depression 
and who, through no direct fault of 
their own, cannot make payments on 
their loans according to schedule. 

(Continued on page 24) 


INVEST IN THE GROWING 
MID-SOUTH 


We desire investors for 
conventional residential loans in 


Tulsa, Okla., Fort Smith and 
Texarkana, Ark., and Shreveport, La. 


REPUBLIC MORTGAGE CO., INC. 


C. LAUGHLIN, Executive Vice President 


19 N. 7th 


Phone 2-7233 


Fort Smith, Arkansas 
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PEOPLE AND EVENTS 





Frederick P. Champ, Logan, Utah, 
a director of the U. S. Chamber of 
Commerce since 1943, and a past 
president of MBA, has been elected a 
vice president of the chamber. 

As one of the six vice presidents 
named by the board, he will represent 
the western division for the 1951-52 
year. 

He is president of the Cache Valley 
Banking Co. and of Utah Mortgage 
Loan Corporation. 

He has served as president of Utah 
Bankers Association and is a past 
president of the board of trustees, 
Utah State Agricultural college. 


N. N. Wolfsohn, president, East- 
ern Mortgage Service Company, Phil- 
adelphia, announced some promo- 
tions on June 1, 1951. David H. 
Solms, former vice president, was 
made executive vice president and 
David T. Savage, former assistant 
vice president, and Dolph W. Zink, 
former assistant to the president, 
were made vice presidents. 


First Management Corporation, 
Chicago, has sold its mortgage loan 
servicing portfolio to H. F. Philips- 
born & Co., Chicago, and the latter 
has been named correspondent for 
Penn Mutual Life. Robert Jacobsen, 
formerly with First Management, has 
joined the Philipsborn organization. 


Paul J. Vollmar of The Western 
and Southern Life of Cincinnati 
underwent an operation recently but 
recovered fast. 


They've been traveling: Kenneth J. 
Morford of Burwell & Morford, Se- 
attle, is back from two months in 
Europe ... and Dean R. Hill, Hill 
Mortgage Corp., Buffalo, and Mrs. 
Hill have returned from a tour of 
Ireland . . . C. Armel Nutter, Nutter 
Mortgage Service, Camden, N. J., 
has been in Europe, and all over too, 
Amsterdam, Venice, Zurich, Florence, 
Rome, Nice and finally Paris where 
he attended the International Real 
Estate Conference. Come next MBA 
meeting he'll probably have some- 
thing interesting to report on housing 
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and mortgage lending abroad . . . 
further news of Armel is that he was 
the principal speaker at the annual 
alumni day banquet of the University 
of Delaware of which he is an alum- 
nus... and further news of Europe 
is that W. A. Clarke of Philadelphia 
has scheduled a trip for 1952—this 


year he’s seeing the West Coast. 








Anniversaries: Swantner & Gordon 
of Corpus Christi celebrating their 
15th . . . at founding in May, 1936, 
they closed $20,000 of loans; in May, 
1951, it was $300,000 and in 15 years 
it has been a total of 5,000 loans for 
a dollar volume of more than $50,- 
000,000. 


It’s the 100th anniversary for Mas- 
sachusetts Mutual Life. Secretary of 
Commerce Sawyer, speaking at the 
anniversary banquet, urged insurance 
companies to continue to channel 
their investment funds into financing 
of essential programs such as new 
electric power systems, pipelines and 
additions to railroad rolling stock. He 
said further that under present laws 
the types of investment opportunities 
available will not be sufficient to ab- 
sorb all new funds coming under 
control of life insurance companies. 


Howard B. Smith has been elected 
president and treasurer of The Mid- 
dletown Savings Bank, Middletown, 
Conn. He had been treasurer and 
chief executive officer since June 1947. 
Prior to coming to Middletown, Mr. 
Smith was director of the department 
of real estate finance of the ABA and 
is now a member of the MBA G.I. 
Loan Committee. 


R. O. Deming, Jr., of Oswego, 
Kan., immediate past president of 
MBA, addressed the Des Moines Real 
Estate Board discussing present con- 
ditions in the mortgage market. . . . 
Henry R. Ehlers, vice president of 
the Crocker-First National Bank in 
charge of the real estate loan depart- 
ment and a director of the Northern 
California MBA, has been elected 
president of the Building Owners and 
Managers Association of San Fran- 
cisco. . . and speaking of alumni asso- 
ciations, Ehney Camp, vice president 
of the Liberty Mutual Life Insurance 


The 


Company, Birmingham, has been 
elected president of the University of 
Alabama Alumni Association. 


Walter Gehrke, of the First Federal 
Savings & Loan Association of De- 
troit, and a member of the MBA 
board of governors, has been elected 
chairman of the Federal Savings and 
Loan Advisory Council. 


Robert J. Newman, until recently 
vice chairman of the People’s Indus- 
trial Bank, New York, has acquired 
a substantial interest in Coonley and 
Green, Inc., Evanston, IIll., and has 
been named vice president and di- 
rector. 


Ryland J. Rothschild of H. & Val 
J. Rothschild, St. Paul, and member 
of the St. Paul Housing Authority, 
has been named a director of Twin 
City Federal Savings and Loan Asso- 
ciation. 


Stuart R. Garrison, assistant treas- 
urer of Union Central Life Insurance 
Company, has been elected president 
of the Cincinnati MBA succeeding 
Lewis A. White. 

Other officials elected include: Leo 
E. Oberschmidt, Second National 
Bank, vice president; F. R. Armistead, 
Lewis A. White Co., secretary; Carl 
H. Albertz, Western & Southern Life 
Insurance Co., treasurer. New trus- 
tees are Landon L. Wallingford, John 
T. Sloan and Lewis A. White. 


Summer outings: Detroit and St. 
Louis MBAs had theirs in mid-June 
with the usual golf, horseshoes, swim- 
ming and 19th hole stuff . . . Cin- 
cinnati had theirs June 21 .. . and 
Chicago MBA holds forth July 3 as 
a curtain raiser for the 4th. 





PERSONNEL 











POSITION WANTED 


Controller- Accountant- Servicing Super- 
visor, interested in connection with pro- 
gressive correspondent or insurance com- 
pany. Prefer large scale operation. 20 
years mortgage financing and servicing ex- 
perience. Will relocate. Resume and pho- 
tograph furnished upon request. Box 224, 
Mortgage Bankers Association of America, 
111 W. Washington St., Chicago 2, Il. 
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How the Life Companies 


Are Investing Their 
Money and What 
They Are Getting 


HE life companies set a record 

in the first quarter of this year— 
in buying mortgages—that probably 
won't be equalled in the last three 
quarters. 


Largest single block of the quar- 
ter’s new investments by life compa- 
nies was in real estate mortgages, 
such acquisitions totaling $1,494,000,- 
000. This was half again as much as 
a full year’s irivestment in new mart- 
gages five years ago and was $564,- 
000,000 over the first quarter of last 
year. It was a reflection of the large 
volume of completions during the first 
three months of construction for 
which financing commitments had 
been made prior to the establishment 
of credit restrictions last fall. Total 
mortgage holdings of life companies 
are now in excess of $17,000,000,000, 
more than one-fourth of total assets. 


Record First Quarter 


Life insurance investment activity 
was at a near record in the first quar- 
ter, with placement of funds accu- 
mulated for policyholders very near 
the $4,000,000,000 mark, the Insti- 
tute of Life Insurance reports. 


A large part of the quarterly total 
of new investments came from rein- 
vestment capital, rather than new 
funds, as the net increase in the assets 
of all U. S. life companies was $1,123,- 
000,000 in the three months. 

Purchase of U. S. corporate se- 
curities continued at a high rate, 
with $831,000,000 bought in the three 
months. This was less than corre- 


sponding new investments in last 
year’s first quarter, however, due 
largely to a decreased purchase of 
utility bonds and corporate stocks. 
Holdings of corporate securities rose 
te nearly $25,000,000,000 on March 
31. 

Buying of U. S. Government se- 
curities increased in the first quarter, 
extensively a replacement of long- 
term bonds with short-term notes. 
Total holdings of such securities de- 
clined to $12,630,000,000 in the quar- 
ter, as maturity values on many of 
the short-term notes were used to 
meet commitments. 

Investment of life insurance funds 
in real estate continued to increase 
in the first quarter of this year. 

In the three months, $47,000,000 
of real estate was acquired by the 
life companies, of which two-thirds 
was commercial and industrial rental 
properties. 

Real estate holdings on March 31 
were $1,471,000,000, of which the 
largest block was the $681,000,000 
commercial rentals. Rental housing 
accounted for $351,000,000 and prop- 
erties owned for company use $358,- 
000,000. 

The March 31 aggregate was $200,- 
000,000 greater than twelve months 
before. 


Earned 3.09 Per Cent 


The earning rate on invested life 
insurance funds rose slightly in 1950 
to the best level since 1944, but it 
was still one-third smaller than the 
1930 rate, the Institute says. 
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The net rate of interest earned 
last year on mean invested assets is 
reported to have been 3.09 per cent, 
compared with 3.04 per cent the year 
before, 2.88 per cent at the low point 
in 1947, 3.45 per cent in 1940 and 
5.05 per cent in 1930, before the 
major decline in interest rates started. 


“The significance of the decline in 
earning rate in the past 20 years can 
be seen by showing the difference 
between actual earnings and those 
which would have been achieved un- 
der the earning rates of past years,” 
the Institute commented. “Had even 
the 1940 rate of 3.45 per cent been 
effective last year, the life insurance 
companies would have received $200,- 
000,000 more than they did on their 
invested policy funds.” 

The Institute points out that had it 
not been for a continuous decline in 
the death rate among policyholders 
during recent years, the effect of the 
lower earning rate would have been 
much more drastically felt in policy 
costs. The margin of earnings above 
the amount required to maintain pol- 
icy reserves is still relatively small. 


Portfolio Changes 


The past year’s rise in earning rate 
was due in large part to portfolio 
changes which have been carried out 
since the end of World War II. Last 
year, for instance, U. S. Government 
securities made up 21 per cent of 
total assets of the life insurance busi- 
ness; corporate securities, 39 per cent; 
and real estate mortgages, 25 per 
cent. 

In 1947, the year when the all-time 
low point was reached in earning 
rate, the corresponding investments 
were: U. S. Government securities, 
39 per cent; corporate securities, 31 
per cent; and real estate mortgages, 
17 per cent. 

In the intervening years, there has 
been a material increase in such rela- 
tively new investments as rental hous- 
ing and commercial or industrial real 
estate held as an investment. 

During this period there has also 
been a huge volume of refundings of 
security issues at lower interest rates, 
which has tended to offset some of 
the gain from portfolio changes. 
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NOT VERY 
SERIOUS 











A couple of salesmen decided it 
looked too much like rain to make 
any more calls, so to give the impres- 
sion they were out working they went 
to the public library. Here, one of 
them sat staring moodily out of a 
window, while the other idly scanned 
the racks of books for an interesting- 
looking title. 

“Jeepers,” he whistled. 
of this!” 

“What’s it called?” asked the- other. 

“What Every Red-Blooded Woman 
Wants.” 

“No kidding,” exclaimed the sec- 
ond salesman. “Have they got my 
name spelled right?” 


“Get a load 


well known middle-western 
business men recently went to a con- 
vention (not one of ours) in a nearby 
city and managed to break away from 


Two 


WELAKA WEEK-END: Came the 
wind-up of MBA’s final 1951 Clinic in 
Jacksonville and the reception which fol- 
lowed by the city’s new local association, 
Brown L. Whatley, president of Stockton, 
Whatley, Davin & Co. who directed ar- 
rangements for the successful meeting, 
thought it would be a good idea to see 
how they were biting in Florida’s famed 
black bass fishing country along the St. 



































their wives long enough to have a 
quiet. little dinner together in a cafe. 
When dinner was over the waiter 
asked, “Shall I bring in a couple of 
demitasses?” 

“Gosh no!” one exclaimed, “Our 
wives might come in at any moment.” 


A planter asked a Negro preacher 
what subjects he usually preached on 
in his labors among his people. 

“Sometimes Ah preaches on love, 
sometimes on baptism, sometimes on 
heaven an’ sich subjects,” said the 
preacher. 

“Why don’t you preach occasion- 
ally on the subject of chicken steal- 
ing?” 

“Well, Ah tell you, boss, when Ah 
preaches on dem subjects hit allers 
throws a kind of coldness over de 
meetin’.” 


Asked what he thought of the two 
candidates for the 
lightened voter replied: “Well, when 
I look at them, I’m thankful only one 
of them can get elected.” 


election, an en- 








BANK SERVICING 
(Continued from page 21) 


The impression that the mortgage 
loan servicer makes upon the person 
whose delinquent loan he must cor- 
rect will have great influence on his 
accomplishments. If the borrower 
does not like the servicer, he does 
not like the bank. It is also important 
that we conduct the bank’s affairs in 
a manner which will entitle it to the 
respect and confidence of the bor- 
rower and all persons and groups who 
in any way participate in real estate 
and real estate financing. 


The stranger ambled into the farm- 
yard and was greeted by the farmer. 
The visitor produced a card and re- 
marked—“I am a government in- 
spector and am entitled to inspect 
your farm.” 

Half an hour later, the farmer 
heard screams from his alfalfa patch, 
where the inspector was being chased 
by a bull. Leaning over the gate as 
the inspector drew near, the farmer 
cried—*Show him your card, mister 
—show him your card!” 





Johns River. Hearing no dissenting opin- 
ions, some of his party set sail aboard his 
cruiser, the Marion, and others went by 
car. Headquarters was Sportsman’s Lodge 
near Welaka, Fla., and the fish were pur- 
sued in the St. Johns and Ocklawaha riv- 
ers and Lake George. 

Those who were there, leit to right, back 
row, Washington Counsel Samuel E. Neel; 
Allyn R. Cline, Cline Mortgage & Trust 


Co., Houston; Joseph W. Davin, Brown L. 
Whatley, Jr., and John D. Yates, all of 
Stockton, Whatley, Davin & Co., Jackson- 
ville; your editor; George Dickerson, Stock- 
ton, Whatley, Davin & Co.; Elmer H. 
Grootemaat, E. H. Grootemaat & Sons, 
Inc., Milwaukee; and (behind him) Paul 
Whatley, manager, Miami office, Stockton, 
Whatley, Davin & Co. Front row: MBA 
Secretary George H. Patterson; Norman R. 
Lloyd, Allied Mortgages, Inc., Cleveland; 
Brown L. Whatley, whose nomination for 
MBA vice president had been announced 
two days before; W. A. Clarke, W. A. 
Clarke Mortgage Co., Philadelphia; Ray- 
mond M. Foley, Administrator, Housing 
and Home Finance Agency; Aubrey M. 
Costa, Southern Trust and Mortgage Com- 
pany, Dallas, and MBA nominee for presi- 
dent; and Russell V. Tinney, FHA Director 
for North Florida. Also in the party but 
still fishing when this was recorded, Carlos 
Starr, Zone Commissioner for the 
Fifth District and Herbert C. Redman, 
Assistant FHA Commissioner. 

Most fish caught: by Norman Lloyd. 
Biggest fish caught: Allyn Cline with 63/4 
pounds and Norman Lloyd with 6! 
pounds. Another good one taken by Paul 
Whatley. W. A. Clarke’s big catfish caused 
considerable admiration. 

After heavy discussions at the board 
meeting at Brown Whatley’s Inn at Ponte 
Vedra Beach followed by the Jacksonville 
Clinic, such matters as interest rates, in- 
vestors out of the market, etc. were mo- 
mentarily forgotten. But the week-end fin- 
ished on that note. HHFA Administrator 
Foley, bidding MBA Vice President Costa 
good-bye, said “Keep your spirits high and 
your interest rates low.” 


Prompt lire PROTECTION 


for your Illinois Mortgages 


through our 58 agencies 





A Title Guarantee Policy by 
Chicago Title and Trust Company protects against risks 
THAT MAY NOT SHOW IN THE RECORDS! 





A title search, no matter how thorough, sometimes fails to bring to light 
risks which may threaten the title. That is why the protection of a Title Guarantee 
Policy by Chicago Title and Trust Company is so important. If the title as 
guaranteed is ever attacked, Chicago Title and Trust Company assumes full respon- 


sibility for defending it. In case of loss, payment is prompt. 


This complete protection is quickly available anywhere in Illinois— 
through our four regional offices and the local title and abstract offices who act 


as our agents and representatives. We shall be glad to send you a list of these 


offices on request. 


CHICAGO TITLE AND TRUST COMPANY 


111 West Washington Street + Chicago 2, Illinois 
409 E. Adams Street, Springfield ° 217 S. Park Street, Decatur . 111 N. Court Street, Rockford 


112 Hillsboro Avenue, Edwardsville 





TITLE INSURANCE 


For the Real Estate Owner 
and Mortgage Banker 


A Policy of Title Insurance, in addition to its pro- 
tection against title losses, facilitates the sale and 


transfer of Real Estate and Real Estate Mortgages. 


The Company is Licensed in the Following States: 


Alabama Missouri 
Arkansas Montana 
Colorado Nebraska 
Delaware Tennessee 
Florida Texas 
Georgia Utah 
Kansas Wisconsin 
Louisiana Wyoming 
Mississippi and the 





Territory of Alaska 


Issuing Agents in most principal cities—Escrow Services 
Furnished by our Home Office and by all Issuing Agents. 


KANSAS CITY TITLE INSURANCE COMPANY 


Capital, Surplus and Reserves over $2,500,000.00 
Title Bidg., 112 East 10th St. Kansas City 6, Mo. HArrison 5040 





